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Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  and 
Federal  Disability  Insurance  Trust  Fund 

Section  201.  (a)  There  is  hereby  created  on  the  books  of  the  Treas- 
ury of  the  United  States  a  trust  fund  to  be  known  as  the  "Federal 
Old- Age  and  Survivors  Insurance  Trust  Fund".  The  Federal  Old- Age 
and  Survivors  Insurance  Trust  Fund  shall  consist  of  the  securities 
held  by  the  Secretary  of  the  Treasury  for  the  Old-Age  Reserve  Ac- 
count and  the  amount  standing  to  the  credit  of  the  Old- Age  Reserve 
Account  on  the  books  of  the  Treasury  on  January  1,  1940,  which  se- 
curities and  amount  the  Secretary  of  the  Treasury  is  authorized  and 
directed  to  transfer  to  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund,  and,  in  addition,  such  gifts  and  bequests  as  may  be  made 
as  provided  in  subsection  (i)(l),  and  such  amounts  as  mav  be  ap- 
propriated to,  or  deposited  in,  the  Federal  Old- Age  and  Survivors  In- 
surance Trust  Fund  as  hereinafter  provided.  There  is  hereby  appro- 
priated to  the  Federal  Old- Age  and  Survivors  Insurance  Trust  Fund 
for  the  fiscal  year  ending  June  30, 1941,  and  for  each  fiscal  year  there- 
after, out  of  any  moneys  in  the  Treasury  not  otherwise  appropriated, 
amounts  equivalent  to  100  per  centum  of — 

(1)  the  taxes  (including  interest,  penalties,  and  additions  to 
the  taxes)  received  under  subchapter  A  of  chapter  9  of  the  In- 
ternal Revenue  .Code  of  1939  (and  covered  into  the  Treasury) 
which  are  deposited  into  the  Treasury  by  collectors  of  internal 
revenue  before  January  1, 1951 ;  and 

(2)  the  taxes  certified  each  month  by  the  Commissioner  of 
Internal  Revenue  as  taxes  received  under  subchapter  A  of  chapter 
9  of  such  Code  which  are  deposited  into  the  Treasury  by  collectors 
of  internal  revenue  after  December  31,  1950,  and  before  J anuary 
1,  1953,  with  respect  to  assessments  of  such  taxes  made  before 
J  anuary  1, 1951 ;  and 

(3)  the  taxes  imposed  by  subchapter  A  of  chapter  9  of  such 
Code  with  respect  to  wages  (as  defined  in  section  1426  of  such 
Code),  and  by  chapter  21  (other  than  sections  3101(b)  and  3111 
(b) )  of  the  Internal  Revenue  Code  of  1954  with  respect  to  wages 
(as  defined  in  section  3121  of  such  Code)  reported  to  the  Com- 
missioner of  Internal  Revenue  pursuant  to  section  1420(c)  of  the 
Internal  Revenue  Code  of  1939  after  December  31,  1950,  or  to 
the  Secretary  of  the  Treasury  or  his  delegates  pursuant  to  sub- 
title F  of  the  Internal  Revenue  Code  of  1954  after  December  31, 
1954,  as  determined  by  the  Secretary  of  the  Treasury  by  apply- 
ing the  applicable  rates  of  tax  under  such  subchapter  or  chapter 
21  (other  than  sections  3101(b)  and  3111(b))  to  such  wages, 
which  wages  shall  be  certified  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  on  the  basis  of  the  records  of  wages  established 
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under  section  221(b),  the  Secretary  shall  promptly  notify  the  appro- 
priate State  of  his  action  under  this  section  and  shall  request  a  prompt 
determination  of  whether  such  individual's  disability  has  ceased.  For 
purposes  of  this  section,  the  term  "disability"  has  the  meaning  assigned 
to  such  term  in  section  223  (d) .  Whenever  the  benefits  of  an  individual 
entitled  to  a  disability  insurance  benefit  are  suspended  for  any  month, 
the  benefits  of  any  individual  entitled  thereto  under  subsection  (b), 
(c),  or  (d)  of  section  202,  on  the  basis  of  the  wages  and  self-employ- 
ment income  of  such  individual,  shall  be  suspended  for  such  month. 
The  first  sentence  of  this  section  shall  not  apply  to  any  child  entitled 
to  benefits  under  section  202(d),  if  he  has  attained  the  age  of  18  but 
has  not  attained  the  age  of  22,  for  any  month  during  which  he  is  a  full- 
time  student  (as  defined  and  determined  under  section  202(d)). 
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Entitlement  to  Hospital  Insurance  Benefits 
Sec.  226. 

(a)  Every  individual  who — 

(1)  has  attained  age  65,  and 

(2)  is  entitled  to  monthly  insurance  benefits  under  section  202 
or  is  a  qualified  railroad  retirement  beneficiary, 

shall  be  entitled  to  hospital  insurance  benefits  under  part  A  of  title 
XVIII  for  each  month  for  which  he  meets  the  condition  specified  in 
paragraph  (1),  beginning  with  the  first  month  after  June  1966  for 
which  he  meets  the  conditions  specified  in  paragraphs  (1)  and  (2).1 

(b)  Every  individual  who — 

(1)  has  not  attained  age  65,  and 

(2)  (A)  is  entitled  to,  and  has  for  24  consecutive  calendar 
months  been  entitled  to,  (i)  disability  insurance  benefits  under 
section  223  or  (ii)  child's  insurance  benefits  under  section  202(d) 
by  reason  of  a  disability  (as  defined  in  section  223(d))  or  (iii) 
widow's  insurance  benefits  under  section  202(e)  or  widower's 
insurance  benefits  under  section  202(f)  by  reason  of  a  disability 
(as  defined  in  section  223  (d) ) ,  or  (B)  is,  and  has  been  for  not  less 
than  24  consecutive  months  a  disabled  qualified  railroad  retire- 
ment beneficiary,  within  the  meaning  of  section  7(d)  of  the 
Railroad  Retirement  Act  of  1974, 

shall  be  entitled  to  hospital  insurance  benefits  under  part  A  of  title 
XVIII  for  each  month  beginning  with  the  later  of  (I)  July  1973  or 
(II)  the  twenty-fifth  consecutive  month  of  his  entitlement  or  status 
as  a  qualified  railroad  retirement  beneficiary  described  in  paragraph 
(2) ,  and  ending  with  the  month  following  the  month  in  which  notice 
of  termination  of  such  entitlement  to  benefits  or  status  as  a  qualified 
railroad  retirement  beneficiary  described  in  paragraph  (2)  is  mailed 
to  him,  or  if  earlier,  with  the  month  before  the  month  in  which  he 
attains  age  65. 

( c)  For  purposes  of  subsection  (a) — 

(1)  entitlement  of  an  individual  fco  hospital  insurance  benefits 
for  a  month  shall  consist  of  entitlement  to  have  payment  made 
under,  and  subject  to  the  limitations  in,  part  A  of  title  XVIII  on 
his  behalf  for  inpatient  hospital  services,  post-hospital  extended 
care  services,  and  post-hospital  home  health  services  (as  such 
terms  are  defined  in  part  0  of  title  XVIII)  furnished  him  in  the 
United  States  (or  outside  the  United  States  in  the  case  of  inpa- 
tient hospital  services  furnished  under  the  conditions  described  in 
section  1814  (f) )  during  such  month ;  except  that  (A)  no  such  pay- 
ment may  be  made  for  post-hospital  extended  care  services  fur- 
nished before  January  1967,  and  (B)  no  such  payment  may  be 

1  Paragraph  (2)  was  amended  by  sec.  3(a)  of  P.L.  95-292. 
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made  for  post-hospital  extended  care  services  or  post-hospital 
home  health  services  unless  the  discharge  from  the  hospital  re- 
quired to  qualify  such  services  for  payment  under  part  A  of  title 
XVIII  occurred  (i)  after  June  30, 1966,  or  on  or  after  the  first  day 
of  the  month  in  which  he  attains  age  65,  whichever  is  later,  or  (ii) 
if  he  was  entitled  to  hospital  insurance  benefits  pursuant  to  sub- 
section (b),  at  a  time  when  he  was  so  entitled;  and 

(2)  an  individual  shall  be  deemed  entitled  to  monthly  insurance 
benefits  under  section  202  or  section  223,  or  to  be  a  qualified  rail- 
road retirement  beneficiary,  for  the  month  in  which  he  died  if  he 
would  have  been  entitled  to  such  benefits,  or  would  have  been  a 
qualified  railroad  retirement  beneficiary,  for  such  month  had  he 
died  in  the  next  month, 
(d)  For  purposes  of  this  section,  the  term  "qualified  railroad  retire- 
ment beneficiary"  means  an  individual  whose  name  has  been  certified 
to  the  Secretary  by  the  Railroad  Retirement  Board  under  section 
7(d)  of  the  Railroad  Retirement  Act  of  1974.  An  individual  shall  cease 
to  be  a  qualified  railroad  retirement  beneficiary  at  the  close  of  j  the 
month  preceding  the  month  which  is  certified  by  the  Railroad  Retire- 
ment Board  as  the  month  in  which  he  ceased  to  meet  the  requirements 
of  section  7(d)  of  the  Railroad  Retirement  Act  of  1974. 
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(e)  (1)  For  purposes  of  determining  entitlement  to  hospital  insur- 
ance benefits  under  subsection  (b)  in  the  case  of  widows  and  widowers 
described  in  paragraph  (2)  (A)  (iii)  thereof — 

(A)  the  term  "age  60"  in  sections  202(e)  (1)  (B)  (ii),  202(e) 
(5),  202(f)  (1)  (B)  (ii),  and  202(f)  (6)  shall  be  deemed  to  read 
"age  65";  and 

(B)  the  phrase  "before  she  attained  age  60"  in  the  matter  follow- 
ing subparagraph  (F)  of  section  202(e)  (1)  and  the  phrase  "be- 
fore he  attained  age  60"  in  the  matter  following  subparagraph 
(F)  of  section  202(f)  (1)  shall  each  be  deemed  to  read  "based  on  a 
disability".1 

(2)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  in  the  case  of  an  individual  under  age 
65  who  is  entitled  to  benefits  under  section  202,  and  who  was  entitled 
to  widow's  insurance  benefits  or  widower's  insurance  benefits  based  on 
disability  for  the  month  before  the  first  month  in  which  such  individ- 
ual was  so  entitled  to  old-age  insurance  benefits  (but  ceased  to  be  en- 
titled to  such  widow's  or  widower's  insurance  benefits  upon  becoming 
entitled  to  such  old-age  insurance  benefits),  such  individual  shall  be 
deemed  to  have  continued  to  be  entitled  to  such  widow's  insurance 
benefits  or  widower's  insurance  benefits  for  and  after  such  first  month. 

(3)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  any  disabled  widow  age  50  or  older  who 
is  entitled  to  mother's  insurance  benefits  (and  who  would  have  been 
entitled  to  widow's  insurance  benefits  by  reason  of  disability  if  she 
had  filed  for  such  widow's  benefits)  shall,  upon  application,  for  such 
hospital  insurance  benefits  be  deemed  to  have  filed  for  such  widow's 
benefits  and  shall,  upon  furnishing  proof  of  such  disability  prior  to 


1  Subparagraph  (B)  was  amended  by  sec.  334(d)(4)(B)  of  Public  Law  95-216. 
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July  1, 1974,  under  such  procedures  as  the  Secretary  may  prescribe,  be 
deemed  to  have  been  entitled  to  such  widow's  benefits  as  of  the  time  she 
would  have  been  entitled  to  such  widow's  benefits  if  she  had  filed  a 
timely  application  therefor. 

(4)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  in  the  case  of  an  individual  described  in 
clause  (iii)  of  subsection  (b)(2)(A),  the  entitlement  of  such  indi- 
vidual to  widow's  or  widower's  insurance  benefits  under  section  202  (e) 
or  (f )  by  reason  of  a  disability  shall  be  deemed  to  be  the  entitlement 
to  such  benefits  that  would  result  if  such  entitlement  were  determined 
without  regard  to  the  provisions  of  section  202 (j)  (4).1 2 

(f)  For  entitlement  to  hospital  insurance  benefits  in  the  case  of 
certain  uninsured  individuals,  see  section  103  of  the  Social  Security 
Amendments  of  1965.2 

Special  Provisions  Relating  to  Coverage  Under  Medicare  Program 
For  End  Stage  Renal  Disease 3 

Sec.  226 A.  (a)  Notwithstanding  any  provision  to  the  contrary  in 
section  226  or  title  XVIII,  every  individual  who — 

(1)  (A)  is  fully  or  currently  insured  (as  such  terms  are  defined 
in  section  214  of  this  Act)  or  would  be  fully  or  currently  insured 
if  his  service  as  an  employee  (as  defined  in  the  Railroad  Retire- 
ment Act  of  1974)  after  December  31,  1936,  were  included  in  the 
term  "employment"  as  defined  in  this  Act,  or  (B)  is  entitled  to 
monthly  insurance  benefits  under  title  II  of  this  Act  or  an  annuity 
under  the  Railroad  Retirement  Act  of  1974,  or  (C)  is  the  spouse 
or  dependent  child  (as  defined  in  regulations)  of  an  individual 
who  is  fully  or  currently  insured  or  would  be  fully  or  currently 
insured  if  his  service  as  an  employee  (as  defined  in  the  Railroad 
Retirement  Act  of  1974)  after  December  31,  1936,  were  included 
in  the  term  "employment"  as  defined  in  this  Act,  or  (D)  is  the 
spouse  or  dependent  child  (as  defined  in  regulations)  of  an  indi- 
vidual entitled  to  monthly  insurance  benefits  under  title  II  of  this 
Act  or  an  annuity  under  the  Railroad  Retirement  Act  of  1974; 

(2)  is  medically  determined  to  have  end  stage  renal  disease; 
and 

(3)  has  filed  an  application  for  benefits  under  this  section ; 
shall,  in  accordance  with  the  succeeding  provisions  of  this  section,  be 
entitled  to  benefits  under  part  A  and  eligible  to  enroll  under  part  B  of 
title  XVIII,  subject  to  the  deductible,  premium,  and  coinsurance  pro- 
visions of  that  title. 


1  Paragraph  (4)  was  added  bv  sec.  332(a)  (3)  of  Public  Law  95-216. 

2  Subsections  (e)  and  (f)  were  formerly  (h)  and  (i).  These  subsections  were  redesignated 
by  sec.  1(b)  of  Public  Law  95-292.  which  reoealed  former  subsections  (e).  (f),  and  (g). 
Subsection  (e)  also  was  amended  by  sec.  3(b)  of  Public  Law  95-292. 

3  Section  226A  was  added  by  sec.  1  of  P.L.  95-292,  effective  as  specified  in  sec.  6  of  that 
act,  which  is  printed  in  this  document  on  p.  820. 
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(b)  Subject  to  subsection  (c),  entitlement  of  an  individual  to  bene- 
fits under  part  A  and  eligibility  to  enroll  under  part  B  of  title  XVIII 
by  reasons  of  this  section  on  the  basis  of  end  stage  renal  disease — 

(1)  shall  begin  with — 

(A)  the  third  month  after  the  month  in  which  a  regular 
course  of  renal  dialysis  is  initiated,  or 

(B)  the  month  in  which  such  individual  receives  a  kidney 
transplant,  or  (if  earlier)  the  first  month  in  which  such  indi- 
vidual is  admitted  as  an  inpatient  to  an  institution  which 
is  a  hospital  meeting  the  requirements  of  section  1861  (e)  (and 
such  additional  requirements  as  the  Secretary  may  prescribe 
under  section  1881(b)  for  such  institutions)  in  preparation 
for  or  anticipation  of  kidney  transplantation,  but  only  if  such 
transplantation  occurs  in  that  month  or  in  either  of  the  next 
two  months, 

whichever  first  occurs  (but  no  earlier  than  one  year  preceding  the 
month  of  the  filing  of  an  application  for  benefits  under  this  sec- 
tion) ;  and 

(2)  shall  end,  in  the  case  of  an  individual  who  receives  a  kidney 
transplant,  with  the  thirty-sixth  month  after  the  month  in  which 
such  individual  receives  such  transplant  or,  in  the  case  of  an  indi- 
vidual who  has  not  received  a  kidney  transplant  and  no  longer 
requires  a  regular  course  of  dialysis,  with  the  twelfth  month  after 
the  month  in  which  such  course  of  dialysis  is  terminated. 

(c)  Notwithstanding  the  provisions  of  subsection  (b) — 

(1)  in  the  case  of  any  individual  who  participates  in  a  self -care 
dialysis  training  program  prior  to  the  third  month  after  the 
month  in  which  such  individual  initiates  a  regular  course  of  renal 
dialysis  in  a  renal  dialysis  facility  or  provider  of  services  meeting 
the  requirements  of  section  1881(b),  entitlement  to  benefits  under 
part  A  and  eligibility  to  enroll  under  part  B  of  title  XVIII  shall 
begin  with  the  month  in  which  such  regular  course  of  renal  di- 
alysis is  initiated ; 

(2)  in  any  case  in  which  a  kidney  transplant  fails  (whether 
during  or  after  the  thirty-six-month  period  specified  in  subsection 
(b)  (2) )  and  as  a  result  the  individual  who  received  such  trans- 
plant initiates  or  resumes  a  regular  course  of  renal  dialysis,  en- 
titlement to  benefits  under  part  A  and  eligibility  to  enroll  under 
part  B  of  title  XVIII  shall  begin  with  the  month  in  which  such 
course  is  initiated  or  resumed ;  and 

(3)  in  any  case  in  which  a  regular  course  of  renal  dialysis  is  re- 
sumed subsequent  to  the  termination  of  an  earlier  course,  entitle- 
ment to  benefits  under  part  A  and  eligibility  to  enroll  under  part 
B  of  title  XVIII  shall  begin  with  the  month  in  which  such  regular 
course  of  renal  dialysis  is  resumed. 
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Transitional  Insured  Status 

Sec.  227.  (a)  In  the  case  of  any  individual  who  attains  the  age  of 
72  before  1969  but  who  does  not  meet  the  requirements  of  section 
214(a),  the  6  quarters  of  coverage  referred  to  in  paragraph  (1)  of 
section  214(a)  shall,  instead,  be  3  quarters  of  coverage  for  purposes 
of  determining  entitlement  of  such  individual  to  benefits  under  sec- 
tion 202(a),  and  of  his  wife  to  benefits  under  section  202(b),  but,  in 
the  case  of  such  wife,  only  if  she  attains  the  age  of  72  before  1969 
and  only  with  respect  to  wife's  insurance  benefits  under  section  202(b) 
for  and  after  the  month  in  which  she  attains  such  age.  For  each  month 
before  the  month  in  which  any  such  individual  meets  the  requirements 
of  section  214(a),  the  amount  of  his  old-age  insurance  benefit  shall, 
notwithstanding  the  provisions  of  section  202(a),  be  the  larger  of 
$64.40  or  the  amount  most  recently  established  in  lieu  thereof  under 
section  215 (i) 1  and  the  amount  of  the  wife's  insurance  benefit  o2  his 
wife  shall,  notwithstanding  the  provisions  of  section  202(b),  be  the 
larger  of  $32.20  or  the  amount  most  recently  established  in  lieu  thereof 
under  section  215 (i).1 

(b)  In  the  case  of  any  individual  who  has  died,  who  does  not  meet 
the  requirements  of  section  214(a),  and  whose  widow  attains  age  72 
before  1969,  the  6  quarters  of  coverage  referred  to  in  paragraph  (3) 
of  section  214(a)  and  in  paragraph  (1)  thereof  shall,  for  purposes  of 
determining  her  entitlement  to  widow's  insurance  benefits  under  sec- 
tion 202(e) ,  instead  be — ■ 

(1)3  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  or  before  1966, 


1  Sp«  annfcndlY  VI. 
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(2)  4  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  1967,  or 

(3)  5  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  1968. 

The  amount  of  her  widow's  insurance  benefit  for  each  month  shall, 
notwithstanding  the  provisions  of  section  202(e)  (and  section  202 
(m) ) ,  be  the  larger  of  $64.40  or  the  amount  most  recently  established 
in  lieu  thereof  under  section  215  (i)  .* 

(c)  In  the  case  of  any  individual  who  becomes,  or  upon  filing  appli- 
cation therefor  would  become,  entitled  to  benefits  under  section  202(a) 
by  reason  of  the  application  of  subsection  (a)  of  this  section,  who  dies, 
and  whose  widow  attains  the  age  of  72  before  1969,  such  deceased  in- 
dividual shall  be  deemed  to  meet  the  requirements  of  subsection  (b) 
of  this  section  for  purposes  of  determining  entitlement  of  such  widow 
to  widow's  insurance  benefits  under  section  202  (e) . 

Benefits  at  Age  72  for  Certain  Uninsured  Individuals 

Eligibility 

Sec.  228.  (a)  Every  individual  who — 

(1)  has  attained  the  age  of  72, 

(2)  (A)  attained  such  age  before  1968,  or  (B)  has  not  less  than 
3  quarters  of  coverage,  whenever  acquired,  for  each  calendar  year 
elapsing  after  1966  and  before  the  year  in  which  he  attained  such 
age, 

(3)  is  a  resident  of  the  United  States  (as  defined  in  subsection 
(e)),  and  is  (A)  a  citizen  of  the  United  States  or  (B)  an  alien 
lawfully  admitted  for  permanent  residence  who  has  resided  in  the 
United  States  (as  defined  in  section  210  (i) )  continuously  during 
the  5  years  immediately  preceding  the  month  in  which  he  files 
application  under  this  section,  and 

(4)  has  filed  application  for  benefits  under  this  section, 
shall  (subject  to  the  limitations  in  this  section)  be  entitled  to  a  benefit 
under  this  section  for  each  month  beginning  with  the  first  month  after 
September  1966  in  which  he  becomes  so  entitled  to  such  benefits  and 
ending  with  the  month  preceding  the  month  in  which  he  dies.  No 
application  under  this  section  which  is  filed  by  an  individual  more 
than  3  months  before  the  first  month  in  which  he  meets  the  require- 
ments of  paragraphs  (1),  (2),  and  (3)  shall  be  accepted  as  an  appli- 
cation for  purposes  of  this  section. 

Benefit  Amount 

(b)  (1)  Except  as  provided  in  paragraph  (2) ,  the  benefit  amount  to 
which  an  individual  is  entitled  under  this  section  for  any  month  shall 


1  See  appendix  B. 
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Sec.  1812(a) 


Prohibition  Against  Any  Federal  Interference 

Section  1801.  Nothing  in  this  title  shall  be  construed  to  authorize  any 
Federal  officer  or  employee  to  exercise  any  supervision  or  control  over 
the  practice  of  medicine  or  the  manner  in  which  medical  services  are 
provided,  or  over  the  selection,  tenure,  or  compensation  of  any  officer 
or  employee  of  any  institution,  agency,  or  person  providing  health 
services ;  or  to  exercise  any  supervision  or  control  over  the  administra- 
tion or  operation  of  any  such  institution,  agency,  or  person. 

Free  Choice  by  Patient  Guaranteed 

Sec.  1802.  Any  individual  entitled  to  insurance  benefits  under  this 
title  may  obtain  health  services  from  any  institution,  agency,  or  per- 
son qualified  to  participate  under  this  title  if  such  institution,  agency, 
or  person  undertakes  to  provide  him  such  services. 

Option  to  Individuals  To  Obtain  Other  Health  Insurance 

Protection 

Sec.  1803.  Nothing  contained  in  this  title  shall  be  construed  to 
preclude  any  State  from  providing,  or  any  individual  from  purchas- 
ing or  otherwise  securing,  protection  against  the  cost  of  any  health 
services. 

Part  A — Hospital  Insurance  Benefits  for  the  Aged  and  Disabled 

Description  of  Program 

Sec.  1811.  The  insurance  program  for  which  entitlement  is  estab- 
lished by  sections  226  and  226A  provides  basic  protection  against  the 
costs  of  hospital  and  related  post-hospital  services  in  accordance  with 
this  part  for  (1)  individuals  who  are  age  65  or  over  and  are  entitled,  to 
retirement  benefits  under  title  II  of  this  Act  or  under  the  railroad 
retirement  system,  (2)  individuals  under  age  65  who  have  been  en- 
titled for  not  less  than  24  consecutive  months  to  benefits  under  title 
II  of  this  Act  or  under  the  railroad  retirement  system  on  the  basis  of 
a  disability,  and  (3)  certain  individuals  who  do  not  meet  the  condi- 
tions specified  in  either  clause  (1)  or  (2)  but  who  are  medically 
determined  to  have  end  stage  renal  disease.1 

Scope  of  Benefits 

Sec.  1812.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  under  this  part  shall  consist  of  entitlement  to  have  pay- 
ment made  on  his  behalf  or,  in  the  case  of  payments  referred  to  in 
section  1814(d)(2)  to  him  (subject  to  the  provisions  of  this  part) 
for — 

(1)  inpatient  hospital  services  for  up  to  150  days  durmg  any 
spell  of  illness  minus  one  day  for  each  day  of  inpatient  hospital 


1  Section  1811  was  amended  by  sec.  4(a)  of  P.L.  95-292. 
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services  in  excess  of  90  received  during  any  preceding  spell  of  ill- 
ness (if  such  individual  was  entitled  to  have  payment  for  such 
services  made  under  this  part  unless  he  specifies  in  accordance 
with  regulations  of  the  Secretary  that  he  does  not  desire  to  have 
such  payment  made) ; 

(2)  post-hospital  extended  care  services  for  up  to  100  days 
during  any  spell  of  illness ;  and 

(3)  post-hospital  home  health  services  for  up  to  100  visits  (dur- 
ing the  one-year  period  described  in  section  1861  (n) )  after  the 
beginning  of  one  spell  of  illness  and  before  the  beginning  of  the 
next. 

(b)  Payment  under  this  part  for  services  furnished  an  individual 
during  a  spell  of  illness  may  not  (subject  to  subsection  (c) )  be  made 
for — 

(1)  inpatient  hospital  services  furnished  to  him  during  such 
spell  after  such  services  have  been  furnished  to  him  for  150  days 
during  such  spell  minus  1  day  for  each  day  of  inpatient  hospital 
services  in  excess  of  90  received  during  any  preceding  spell  of 
illness  (if  such  individual  was  entitled  to  have  payment  for  such 
services  made  under  this  part  unless  he  specifies  in  accordance 
with  regulations  of  the  Secretary  that  he  does  not  desire  to  have 
such  payment  made) ; 

(2)  post-hospital  extended  care  services  furnished  to  him  dur- 
ing such  spell  after  such  services  have  been  furnished  to  him  for 
100  days  during  such  spell ;  or 

(3)  inpatient  psychiatric  hospital  services  furnished  to  him 
after  such  services  have  been  furnished  to  him  for  a  total  of  190 
days  during  his  lifetime. 

(c)  If  an  individual  is  an  inpatient  of  a  psychiatric  hospital  on  the 
first  day  of  the  first  month  for  which  he  is  entitled  to  benefits  under 
this  part,  the  days  on  which  he  was  an  inpatient  of  such  a  hospital  in 
the  150-day  period  immediately  before  such  first  day  shall  be  included 
in  determining  the  number  of  days  limit  under  subsection  (b)  (1)  in- 
sofar as  such  limit  applies  to  (1)  inpatient  psychiatric  hospital  serv- 
ices, or  (2)  inpatient  hospital  services  for  an  individual  who  is  an 
inpatient  primarily  for  the  diagnosis  or  treatment  of  mental  illness 
(but  shall  not  be  included  in  determining  such  number  of  days  limit 
insofar  as  it  applies  to  other  inpatient  hospital  services  or  in  deter- 
mining the  190-day  limit  under  subsection  (b)  (3)). 

(d)  Payment  under  this  part  may  be  made  for  post-hospital  home 
health  services  furnished  an  individual  only  during  the  one-year 
period  described  in  section  1861  (n)  following  his  most  recent  hospital 
discharge  which  meets  the  requirements  of  such  section,  and  only  for 
the  first  100  visits  in  such  period.  The  number  of  visits  to  be  charged 
for  purposes  of  the  limitation  in  the  preceding  sentence,  in  connection 
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(7)  with  respect  to  inpatient  hospital  services  or  post-hospital 
extended  care  services  furnished  such  individual  during  a  con- 
tinuous period,  a  finding  has  not  been  made  (by  the  physician 
members  of  the  committee  or  group,  as  described  in  section 
1861  (k)  (4) ,  including  any  finding  made  in  the  course  of  a  sample 
or  other  review  of  admissions  to  the  institution)  pursuant  to  the 
system  of  utilization  to  review  that  further  inpatient  hospital 
services  or  further  post-hospital  extended  care  services,  as  the 
case  may  be,  are  not  medically  necessary ;  except  that,  if  such  a 
finding  has  been  made,  payment  may  be  made  for  such  services 
furnished  before  the  4th  day  after  the  day  on  which  the  hospital 
or  skilled  nursing  facility,  as  the  case  may  be,  received  notice  of 
such  finding. 

To  the  extent  provided  by  regulations,  the  certification  and  recertifica- 
tion  requirements  of  paragraph  (2)  shall  be  deemed  satisfied  where, 
at  a  later  date,  a  physician  makes  certification  of  the  kind  provided  in 
subparagraph  (A),  (B),  (C),  (D),or  (E)  of  paragraph  (2)  (which- 
ever would  have  applied),  but  only  where  such  certification  is  accom- 
panied by  such  medical  and  other  evidence  as  may  be  required  by  such 
regulations. 

Amount  Paid  to  Providers 

(b)  The  amount  paid  to  any  provider  of  services  with  respect 
to  services  for  which  payment  may  be  made  under  this  part  shall, 
subject  to  the  provisions  of  section  1813,  be — 

(1)  the  lesser  of  (A)  the  reasonable  cost  of  such  services,  as 
determined  under  section  1861  (v)  and  as  further  limited  by  sec- 
tion 1881(b)  (2)  (B),  or  (B)  the  customary  charges  with  respect 
to  such  services ;  or 1 

(2)  if  such  services  are  furnished  by  a  public  provider  of 
services  free  of  charge  or  at  nominal  charges  to  the  public,  the 
amount  determined  on  the  basis  of  those  items  (specified  in  regu- 
lations prescribed  by  the  Secretary)  included  in  the  determination 
of  such  reasonable  cost  which  the  Secretary  finds  will  provide 
fair  compensation  to  such  provider  for  such  services. 

No  Payments  to  Federal  Providers  of  Services 

(c)  Subject  to  section  1880,  no  payment  may  be  made  under  this 
part  (except  under  subsection  (d)  or  subsection  (j))  to  any  Federal 
provider  of  services,  except  a  provider  of  services  which  the  Secretary 
determines  is  providing  services  to  the  public  generally  as  a  commu- 
nity institution  or  agency ;  and  no  such  payment  may  be  made  to  any 
provider  of  services  for  any  item  or  service  which  such  provider  is 
obligated  by  a  law  of,  or  a  contract  with,  the  United  States  to  render 
at  public  expense.2 

1  Pflraerr^nh  (1)  was  amended  bv  sec.  4(f)  of  PL..  95-292. 

2  Subsection  (c)  was  amended  by  sec.  401(a)  of  P.L.  94-437  and  by  sec.  23(a)  of  P.L. 
95-142. 
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Payments  for  Emergency  Hospital  Services 

(d)  (1)  Payments  shall  also  be  made  to  any  hospital  for  inpatient 
hospital  services  furnished  in  a  calendar  year  by  the  hospital  or 
under  arrangements  (as  defined  in  section  1861  (w) )  with  it,  to  an  indi- 
vidual entitled  to  hospital  insurance  benefits  under  section  226  even 
though  such  hospital  does  not  have  an  agreement  in  effect  under  this 
title  if  (A)  such  services  were  emergency  services,  (B)  the  Secretary 
would  be  required  to  make  such  payment  if  the  hospital  had  such  an 
agreement  in  effect  and  otherwise  met  the  conditions  of  payment  here- 
under, and  (C)  such  hospital  has  elected  to  claim  payments  for  all 
such  inpatient  emergency  services  and  for  the  emergency  outpatient 
services  referred  to  in  section  1835(b)  furnished  during  such  year. 
Such  payments  shall  be  made  only  in  the  amounts  provided  under  sub- 
section (b)  and  then  only  if  such  hospital  agrees  to  comply,  with 
respect  to  the  emergency  services  provided,  with  the  provisions  of 
section  1866(a). 

(2)  Payment  may  be  made  on  the  basis  of  an  itemized  bill  to  an 
individual  entitled  to  hospital  insurance  benefits  under  section  226  for 
services  described  in  paragraph  (1)  which  are  emergency  services  if 
(A)  payment  cannot  be  made  under  paragraph  (1)  solely  because  the 
hospital  does  not  elect  to  claim  such  payment,  and  (B)  such  individual 
files  application  (submitted  within  such  time  and  in  such  form  and 
manner  and  by  such  person,  and  containing  and  supported  by  such 
information  as  the  Secretary  shall  by  regulations  prescribe)  for 
reimbursement. 

(3)  The  amounts  payable  under  the  preceding  paragraph  with  re- 
spect to  services  described  therein  shall,  subject  to  the  provisions  of 
section  1813,  be  equal  to  60  percent  of  the  hospital's  reasonable  charges 
for  routine  services  furnished  in  the  accommodations  occupied  by  the 
individual  or  in  semiprivate  accommodations  (as  defined  in  section 
1861  (v)  (4) ),  whichever  is  less,  plus  80  percent  of  the  hospital's  rea- 
sonable charges  for  ancillary  services.  If  separate  charges  for  routine 
and  ancillary  services  are  not  made  by  the  hospital,  reimbursement 
may  be  based  on  two-thirds  of  the  hospital's  reasonable  charges  for  the 
services  received  but  not  to  exceed  the  charges  which  would  have  been 
made  if  the  patient  had  occupied  semiprivate  accommodations.  For 
purposes  of  the  preceding  provisions  of  this  paragraph,  the  term  "rou- 
tine services"  shall  mean  the  regular  room,  dietary  and  nursing  serv- 
ices, minor  medical  and  surgical  supplies,  and  the  use  of  equipment  and 
facilities  for  which  a  separate  charge  is  not  customarily  made;  the 
term  "ancillary  services"  shall  mean  those  special  services  for  which 
charges  are  customarily  made  in  addition  to  routine  services. 

Payment  for  Inpatient  Hospital  Services  Prior  to  Notification  of  Noneligibility 

(e)  Notwithstanding  that  an  individual  is  not  entitled  to  have  pay- 
ment made  under  this  part  for  inpatient  hospital  services  furnished 
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amounts  as  may  be  deposited  in,  or  appropriated  to,  such  fund  as 
provided  in  this  part.  There  are  hereby  appropriated  to  the  Trust 
Fund  for  the  fiscal  year  ending  June  30,  1966,  and  for  each  fiscal  year 
thereafter,  out  of  any  moneys  in  the  Treasury  not  otherwise  appro- 
priated, amounts  equivalent  to  100  per  centum  of — 

(1)  the  taxes  imposed  by  section  3101(b)  and  3111(b)  of  the 
Internal  Revenue  Code  of  1954  with  respect  to  wages  reported 
to  the  Secretary  of  the  Treasury  or  his  delegate  pursuant  to  sub- 
title F  of  such  Code  after  December  31,  1965,  as  determined  by 
the  Secretary  of  the  Treasury  by  applying  the  applicable  rates  of 
tax  under  such  sections  to  such  wages,  which  wages  shall  be  cer- 
tified by  the  Secretary  of  Health,  Education,  and  Welfare  on  the 
basis  of  records  of  wages  established  and  maintained  by  the  Sec- 
retary of  Health,  Education,  and  Welfare  in  accordance  with  such 
reports;  and 

(2)  the  taxes  imposed  by  section  1401(b)  of  the  Internal  Rev- 
enue Code  of  1954  with  respect  to  self-employment  income  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  on  tax 
returns  under  subtitle  F  of  such  Code,  as  determined  by  the  Secre- 
tary of  the  Treasury  by  applying  the  applicable  rate  of  tax  under 
such  section  to  such  self -employment  income,  which  self -employ- 
ment income  shall  be  certified  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  on  the  basis  of  records  of  self -employment 
established  and  maintained  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  in  accordance  with  such  returns. 

The  amounts  appropriated  by  the  preceding  sentence  shall  be  trans- 
ferred from  time  to  time  from  the  general  fund  in  the  Treasury  to  the 
Trust  Fund,  such  amounts  to  be  determined  on  the  basis  of  estimates 
by  the  Secretary  of  the  Treasury  of  the  taxes,  specified  in  the  preceding 
sentence,  paid  to  or  deposited  into  the  Treasury;  and  proper  adjust- 
ments shall  be  made  in  amounts  subsequently  transferred  to  the  extent 
prior  estimates  were  in  excess  of  or  were  less  than  the  taxes  specified 
in  such  sentence. 

(b)  With  respect  to  the  Trust  Fund,  there  is  hereby  created  a  body 
to  be  known  as  the  Board  of  Trustees  of  the  Trust  Fund  (hereinafter 
in  this  section  referred  to  as  the  "Board  of  Trustees")  composed  of  the 
Secretary  of  the  Treasury,  the  Secretary  of  Labor,  and  the  Secretary 
of  Health,  Education,  and  Welfare,  all  ex  officio.  The  Secretary  of 
the  Treasury  shall  be  the  Managing  Trustee  of  the  Board  of  Trustees 
(hereinafter  in  this  section  referred  to  as  the  "Managing  Trustee"). 
The  Administrator  of  the  Health  Care  Financing  Administration 
shall  serve  as  the  Secretary  of  the  Board  of  Trustees.  The  Board  of 
Trustees  shall  meet  not  less  frequently  than  once  each  calendar  year. 
It  shall  be  the  duty  of  the  Board  of  Trustees  to — 
(1)  Hold  the  Trust  Fund; 
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(2)  Report  to  the  Congress  not  later  than  the  first  day  of  April 
of  each  year  on  the  operation  and  status  of  the  Trust  Fund  dur- 
ing the  preceding  fiscal  year  and  on  its  expected  operation  and 
status  during  the  current  fiscal  year  and  the  next  2  fiscal  years; 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
is  of  the  opinion  that  the  amount  of  the  Trust  Fund  is  unduly 
small;  and 

(4)  Review  the  general  policies  followed  in  managing  the  Trust 
Fund,  and  recommend  changes  in  such  policies,  including  neces- 
sary changes  in  the  provisions  of  law  which  govern  the  way  in 
which  the  Trust  Fund  is  to  be  managed. 

The  report  provided  for  in  paragraph  (2)  shall  include  a  statement  of 
the  assets  of,  and  the  disbursements  made  from,  the  Trust  Fund 
during  the  preceding  fiscal  year,  an  estimate  of  the  expected  income 
to,  and  disbursements  to  be  made  from,  the  Trust  Fund  during  the 
current  fiscal  year  and  each  of  the  next  2  fiscal  years,  and  a  statement 
of  the  actuarial  status  of  the  Trust  Fund.  Such  report  shall  be  printed 
as  a  House  document  of  the  session  of  the  Congress  to  which  the  report 
is  made.1 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such  por- 
tion of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to  meet 
current  withdrawals.  Such  investments  may  be  made  only  in  interest- 
bearing  obligations  of  the  United  States  or  in  obligations  guaranteed 
as  to  both  principal  and  interest  by  the  United  States.  For  such  pur- 
pose such  obligations  may  be  acquired  (1)  on  original  issue  at  the  issue 
price,  or  (2)  by  purchase  of  outstanding  obligations  at  the  market 
price.  The  purposes  for  which  obligations  of  the  United  States  may  be 
issued  under  the  Second  Liberty  Bond  Act,  as  amended,  are  hereby 
extended  to  authorize  the  issuance  at  par  of  public-debt  obligations  for 
purchase  by  the  Trust  Fund.  Such  obligations  issued  for  purchase  by 
the  Trust  Fund  shall  have  maturities  fixed  with  due  regard  for  the 
needs  of  the  Trust  Fund  and  shall  bear  interest  at  a  rate  equal  to  the 
average  market  yield  (computed  by  the  Managing  Trustee  on  the  basis 
of  market  quotations  as  of  the  end  of  the  calendar  month  next  preced- 
ing the  date  of  such  issue)  on  all  marketable  interest-bearing  obliga- 
tions of  the  United  States  then  forming  a  part  of  the  public  debt 
which  are  not  due  or  callable  until  after  the  expiration  of  4  years  from 
the  end  of  such  calendar  month;  except  that  where  such  average 
market  yield  is  not  a  multiple  of  one-eighth  of  1  per  centum,  the  rate 
of  interest  on  such  obligations  shall  be  the  multiple  of  one-eighth  of  1 
per  centum  nearest  such  market  yield.  The  managing  Trustee  may 


1  Subsection  (b)  was  amended  by  sec.  5  of  P.L.  95-292. 
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purchase  other  interest-bearing  obligations  of  the  United  States  or 
obligations  guaranteed  as  to  both  principal  and  interest  by  the  United 
States,  on  original  issue  or  at  the  market  price,  only  where  he  deter- 
mines that  the  purchase  of  such  other  obligations  is  in  the  public 
interest. 
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(1)  in  the  case  of  services  described  in  section  1832(a)(1)  — 
80  percent  of  the  reasonable  charges  for  the  services ;  except  that 
(A)  an  organization  which  provides  medical  and  other  health 
services  (or  arranges  for  their  availability)  on  a  prepayment 
basis  may  elect  to  be  paid  80  percent  of  the  reasonable  cost  of 
services  for  which  payment  may  be  made  under  this  part  on 
behalf  of  individuals  enrolled  in  such  organization  in  lieu  of  80 
percent  of  the  reasonable  charges  for  such  services  if  the  orga- 
nization undertakes  to  charge  such  individuals  no  more  than  20 
percent  of  such  reasonable  cost  plus  any  amounts  payable  by  them 
as  a  result  of  subsection  (b),  (B)  with  respect  to  expenses  in- 
curred for  radiological  or  pathological  services  for  which  pay- 
ment may  be  made  under  this  part,  furnished  to  an  inpatient  of 
a  hospital  by  a  physician  in  the  field  of  radiology  or  pathology, 
the  amounts  paid  shall  be  equal  to  100  percent  of  the  reasonable 
charges  for  such  services,  (C)  with  respect  to  expenses  incurred 
for  those  physicians'  services  for  which  payment  may  be  made  un- 
der this  part  that  are  described  in  section  1862  (a)  (4) ,  the  amounts 
paid  shall  be  subject  to  such  limitations  as  may  be  prescribed  by 
regulations,  (D)  with  respect  to  diagnostic  tests  performed 
in  a  laboratory  for  which  payment  is  made  under  this  part  to  the 
laboratory,  the  amounts  paid  shall  be  equal  to  100  percent  of  the 
negotiated  rate  for  such  tests  (as  determined  pursuant  to  subsec- 
tion (g)  of  this  section),  and  (E)  with  respect  to  services  fur- 
nished to  individuals  who  have  been  determined  to  have  end 
stage  renal  disease,  the  amounts  paid  shall  be  determined  subject 
to  the  provisions  of  section  1881,  and 

(2)  in  the  case  of  services  described  in  section  1832(a)  (2)  (ex- 
cept those  services  described  in  subparagraph  (D)  of  section  1832 
(a)  (2) ) — with  respect  to  home  health  services,  100  percent,  and 
with  respect  to  other  services  (unless  otherwise  specified  in  sec- 
tion 1881) ,  80  percent  of— 

(A)  the  lesser  of  (i)  the  reasonable  cost  of  such  services,  as 
determined  under  section  1861  (v),  or  (ii)  the  customary 
charges  with  respect  to  such  services;  or 

(B)  if  such  services  are  furnished  by  a  public  provider  of 
services  free  of  charge  or  at  nominal  charges  to  the  public, 
the  amount  determined  in  accordance  with  section 
1814(b)  (2);  or 

(C)  if  such  services  are  services  to  which  the  next  to  last 
sentence  of  section  1861  (p)  applies,  the  reasonable  charges 
for  such  services. 
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(3)  in  the  case  of  services  described  in  section  1832(a)  (2)  (D), 
80  percent  of  costs  which  are  reasonable  and  related  to  the  cost  of 
furnishing  such  services  or  on  such  other  tests  of  reasonableness  as 
the  Secretary  may  precribe  in  regulations,  including  those  author- 
ized under  section  1861  (v)  (1)  (A).1 

1  Subsection  (a)  was  amended  by  section  1(b)  of  P.L.  95-210;  see  also  section  1(c)  of 
that  law  which  is  printed  in  this  document  on  p.  S02.  Subsection  (a)  was  also  amended 
by  sees.  4(b)  and  4(c)  of  P.L.  95-292. 
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(b)  Before  applying  subsection  (a)  with  respect  to  expenses  in- 
curred by  an  individual  during  any  calendar  year,  the  total  amount 
of  the  expenses  incurred  by  such  individual  during  such  year  (which 
would,  except  for  this  subsection,  constitute  incurred  expenses  from 
which  benefits  payable  under  subsection  (a)  are  determinable)  shall 
be  reduced  by  a  deductible  of  $60;  except  that  (1)  the  amount  of 
the  de'ductible  for  such  calendar  year  as  so  determined  shall  first  be 
reduced  by  the  amount  of  any  expenses  incurred  by  such  individual 
in  the  last  three  months  of  the  preceding  calendar  year  and  applied 
toward  such  individual's  deductible  under  this  section  for  such  pre- 
ceding year,  and  (2)  such  total  amount  shall  not  include  expenses 
incurred  for  radiological  or  pathological  services  furnished  to  such 
individual  as  an  inpatient  of  a  hospital  by  a  physician  in  the  field  of 
radiology  or  pathology.  The  total  amount  of  the  expenses  incurred  by 
an  individual  as  determined  under  the  preceding  sentence  shall,  after 
the  reduction  specified  in  such  sentence,  be  further  reduced  by  an 
amount  equal  to  the  expenses  incurred  for  the  first  three  pints  of 
whole  blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as 
defined  under  regulations)  furnished  to  the  individual  during  the 
calendar  year,  except  that  such  deductible  for  such  blood  shall  in 
accordance  with  regulations  be  appropriately  reduced  to  the  extent 
that  there  has  been  a  replacement  of  such  blood  (or  equivalent  quan- 
tities of  packed  red  blood  cells,  as  so  defined) ;  and  for  such  purposes 
blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as  so  defined) 
furnished  such  individual  shall  be  deemed  replaced  when  the  institu- 
tion or  other  person  furnishing  such  blood  (or  such  equivalent  quanti- 
ties of  packed  red  blood  cells,  as  so  defined)  is  given  one  pint  of  blood 
for  each  pint  of  blood  (or  equivalent  quantities  of  packed  red  blood 
cells,  as  so  defined)  furnished  such  individual  with  respect  to  which 
a  deduction  is  made  under  this  sentence. 

(c)  Notwithstanding  any  other  provision  of  this  part,  with  respect 
to  expenses  incurred  in  any  calendar  year  in  connection  with  the  treat- 
ment of  mental,  psychoneurotic,  and  personality  disorders  of  an  indi- 
vidual who  is  not  an  inpatient  of  a  hospital  at  the  time  such  expenses 
are  incurred,  there  shall  be  considered  as  incurred  expenses  for  pur- 
poses of  subsections  (a)  and  (b)  only  whichever  of  the  following 
amounts  is  the  smaller: 

(1)  $312.50,  or 

(2)  62%  percent  of  such  expenses. 

(d)  No  payment  may  be  made  under  this  part  with  respect  to  any 
services  furnished  an  individual  to  the  extent  that  such  individual  is 
entitled  (or  would  be  entitled  except  for  section  1813)  to  have  pay- 
ment made  with  respect  to  such  services  under  part  A. 
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(g)  In  the  case  of  services  described  in  the  next  to  last  sentence 
of  section  1861 (p),  with  respect  to  expenses  incurred  in  any  calendar 
year,  no  more  than  $100  shall  be  considered  as  incurred  expenses  for 
purposes  of  subsections  (a)  and  (b).1 

(g)  With  respect  to  diagnostic  tests  performed  in  a  laboratory  for 
which  payment  is  made  under  this  part  to  the  laboratory,  the  Secre- 
tary is  authorized  to  establish  a  payment  rate  which  is  acceptable  to 
the  laboratory  and  which  would  be  considered  the  full  charge  for  such 
tests.  Such  negotiated  rate  shall  be  limited  to  an  amount  not  in  excess 
of  the  total  payment  that  would  have  been  made  for  the  services  in  the 
absence  of  such  a  rate.1 

Limitation  on  Home  Health  Services 

Sec.  1834.  (a)  Payment  under  this  part  may  be  made  for  home 
health  services  furnished  an  individual  during  any  calendar  year  only 
for  100  visits  during  such  year.  The  number  of  visits  to  be  charged  for 
purposes  of  the  limitation  in  the  preceding  sentence,  in  connection 
with  items  and  services  described  in  section  1861  (m),  shall  be  deter- 
mined in  accordance  with  regulations. 

(b)  For  purposes  of  subsection  (a),  home  health  services  shall  be 
taken  into  account  only  if  payment  under  this  part  is  or  would  be, 
except  for  this  section  or  the  failure  to  comply  with  the  request  and 
certification  requirements  of  or  under  section  1835(a),  made  with 
respect  to  such  services. 

Procedure  for  Payment  of  Claims  of  Providers  of  Services 

Sec.  1835.  (a)  Except  as  provided  in  subsections  (b),  (c),  and  (e), 
payment  for  services  described  in  section  1832(a)(2)  furnished  an 
individual  may  be  made  only  to  providers  of  services  which  are  eligible 
therefor  under  section  1866  (a) ,  and  only  if — 

JThe  two  subsections  (g)  were  added  by  sections  251(a)  (2)  and  279(b)  of  Public  Law 
92-603. 
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(1)  written  request,  signed  by  such  individual,  except  in  cases 
in  which  the  Secretary  finds  it  impracticable  for  the  individual 
to  do  so,  is  filed  for  such  payment  in  such  form,  in  such  manner 
and  by  such  person  or  persons  as  the  Secretary  may  by  regula- 
tion prescribe,  no  later  than  the  close  of  the  period  of  3  calendar 
years  following  the  year  in  which  such  services  are  furnished 
(deeming  any  services  furnished  in  the  last  3  calendar  months 
of  any  calendar  year  to  have  been  furnished  in  the  succeeding 
calendar  year)  except  that,  where  the  Secretary  deems  that  effi- 
cient administration  so  requires,  such  period  may  be  reduced  to 
not  less  than  1  calendar  year;  and 

(2)  a  physician  certifies  (and  recertifies,  where  such  services  are 
furnished  over  a  period  of  time,  in  such  cases,  with  such  frequency, 
and  accompanied  by  such  supporting  material,  appropriate  to  the 
case  involved,  as  may  be  provided  by  regulations)  that — 

(A)  in  the  case  of  home  health  services  (i)  such  services 
are  or  were  required  because  the  individual  is  or  was  confined 
to  his  home  (except  when  receiving  items  and  services  referred 
to  in  section  1861  (m)  (7) )  and  needed  skilled  nursing  care  on 
an  intermittent  basis,  or  physical  or  speech  therapy,  (ii)  a 
plan  for  furnishing  such  services  to  such  individual  has  been 
established  and  is  periodically  reviewed  by  a  physician,  and 
(iii)  such  services  are  or  were  furnished  while  the  individual 
is  or  was  under  the  care  of  a  physician ; 

(B)  in  the  case  of  medical  and  other  health  services  except 
services  described  in  subparagraphs  (B),  (C),  and  (D)  of 
section  1861  (s)  (2),  such  services  are  or  were  medically  re- 
quired; and 

(C)  in  the  case  of  outpatient  physical  therapy  services, 
(i)  such  services  are  or  were  required  because  the  individual 
needed  physical  therapy  services,  (ii)  a  plan  for  furnishing 
such  services  has  been  established,  and  is  periodically  re- 
viewed by  a  physician,  and  (iii)  such  services  are  or  were 
furnished  while  the  individual  is  or  was  under  the  care  of  a 
physician; 

(D)  in  the  case  of  outpatient  speech  pathology  services,  (i) 
such  services  are  or  were  required  because  the  individual 
needed  speech  pathology  services,  (ii)  a  plan  for  furnishing 
such  services  has  been  established  and  is  periodically  reviewed 
by  a  physician,  and  (iii)  such  services  are  or  were  furnished 
while  the  individual  is  or  was  under  the  care  of  a  physician. 

To  the  extent  provided  by  regulations,  the  certification  and  re- 
certification  requirements  of  paragraph  (2)  shall  be  deemed  satisfied 
where  at  a  later  date,  a  physician  makes  a  certification  of  the  kind 
provided  in  subparagraph  (A)  or  (B)  of  paragraph  (2)  (which- 
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(h)  In  the  case  of  an  individual  who  is  enrolled  under  the  program 
established  by  this  part  as  a  member  of  a  coverage  group  to  which  an 
agreement  with  a  State  entered  into  pursuant  to  section  1843  is 
applicable,  subsection  (a),  (b),  (c),  and  (d)  of  this  section  shall  not 
apply  to  his  monthly  premium  for  any  month  in  his  coverage  period 
which  is  determined  under  section  1843(d). 

Federal  Supplementary  Medical  Insurance  Trust  Fund 

Sec.  1841.  (a)  There  is  hereby  created  on  the  books  of  the  Treasury 
of  the  United  States  a  trust  fund  to  be  known  as  the  "Federal  Supple- 
mentary Medical  Insurance  Trust  Fund"  (hereinafter  in  this  section 
referred  to  as  the  "Trust  Fund").  The  Trust  Fund  shall  consist  of 
such  gifts  and  bequests  as  may  be  made  as  provided  in  section  201 
(i)(l),  and  such  amounts  as  may  be  deposited  in,  or  appropriated 
to,  such  fund  as  provided  in  this  part. 

(b)  With  respect  to  the  Trust  Fund,  there  is  hereby  created  a  body 
to  be  known  as  the  Board  of  Trustees  of  the  Trust  Fund  (hereinafter 
in  this  section  referred  to  as  the  "Board  of  Trustees")  composed  of  the 
Secretary  of  the  Treasury,  the  Secretary  of  Labor  and  the  Secretary 
of  Health,  Education,  and  Welfare,  all  ex  officio.  The  Secretary  of  the 
Treasury  shall  be  the  Managing  Trustee  of  the  Board  of  Trustees 
(hereinafter  in  this  section  referred  to  as  the  "Managing  Trustee"). 
The  Administrator  of  the  Health  Care  Financing  Administration 
shall  serve  as  the  Secretary  of  the  Board  of  Trustees.  The  Board  of 
Trustees  shall  meet  not  less  frequently  than  once  each  calendar  year. 
It  shall  be  the  duty  of  the  Board  of  Trustees  to — 

(1)  Hold  the  Trust  Fund ; 

(2)  Report  to  the  Congress  not  later  than  the  first  day  of  April 
of  each  year  on  the  operation  and  status  of  the  Trust  Fund  during 
the  preceding  fiscal  year  and  on  its  expected  operation  and  status 
during  the  current  fiscal  year  and  the  next  2  fiscal  years ; 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
is  of  the  opinion  that  the  amount  of  the  Trust  Fund  is  unduly 
small;  and 

(4)  Review  the  general  policies  followed  in  managing  the 
Trust  Fund,  and  recommend  changes  in  such  policies,  including 
necessary  changes  in  the  provisions  of  law  which  govern  the  way 
in  which  the  Trust  Fund  is  to  be  managed. 

The  report  provided  for  in  paragraph  (2)  shall  include  a  statement 
of  the  assets  of,  and  the  disbursements  made  from,  the  Trust  Fund 
during  the  preceding  fiscal  year,  an  estimate  of  the  expected  income 
to,  and  disbursements  to  be  made  from,  the  Trust  Fund  during  the 
current  fiscal  year  and  each  of  the  next  2  fiscal  years,  and  a  statement 
of  the  actuarial  status  of  the  Trust  Fund.  Such  report  shall  be  printed 
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as  a  House  document  of  the  session  of  the  Congress  to  which  the  report 

is  made.1 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such  por- 
tion of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to  meet 
current  withdrawals.  Such  investments  may  be  made  only  in  interest- 
bearing  obligations  of  the  United  States  or  in  obligations  guaranteed 
as  to  both  principal  and  interest  by  the  United  States.  For  such  pur- 
pose such  obligations  may  be  acquired  (1)  on  original  issue  at  the  issue 
price,  or  (2)  by  purchase  of  outstanding  obligations  at  the  market 
price.  The  purposes  for  which  obligations  of  the  United  States  may  be 
issued  under  the  Second  Liberty  Bond  Act,  as  amended,  are  hereby  ex- 
tended to  authorize  the  issuance  at  par  of  public-debt  obligations  for 
purchase  by  the  Trust  Fund.  Such  obligations  issued  for  purchase  by 
the  Trust  Fund  shall  have  maturities  fixed  with  due  regard  for  the 
needs  of  the  Trust  Fund  and  shall  bear  interest  at  a  rate  equal  to  the 
average  market  yield  (computed  by  the  Managing  Trustee  on  the 
basis  of  market  quotations  as  of  the  end  of  the  calendar  month  next 
preceding  the  date  of  such  issue)  on  all  marketable  interest-bearing 
obligations  of  the  United  States  then  forming  a  part  of  the  public 
debt  which  are  not  due  or  callable  until  after  the  expiration  of  4  years 
from  the  end  of  such  calendar  month ;  except  that  where  such  average 
market  yield  is  not  a  multiple  of  one-eighth  of  1  per  centum,  the  rate 
of  interest  on  such  obligations  shall  be  the  multiple  of  one-eighth  of 
1  per  centum  nearest  such  market  yield.  The  Managing  Trustee  may 
purchase  other  interest-bearing  obligations  of  the  United  States  or 
obligations  guaranteed  as  to  both  principal  and  interest  by  the  United 
States,  on  original  issue  or  at  the  market  price,  only  where  he  deter- 
mines that  the  purchase  of  such  other  obligations  is  in  the  public 
interest. 

(d)  Any  obligations  acquired  by  the  Trust  Fund  (except  public 
debt  obligations  issued  exclusively  to  the  Trust  Fund)  may  be  sold  by 
the  Managing  Trustee  at  the  market  price,  and  such  public- debt 
obligations  may  be  redeemed  at  par  plus  accrued  interest. 

(e)  The  interest  on,  and  the  proceeds  from  the  sale  or  redemption  of, 
any  obligations  held  in  the  Trust  Fund  shall  be  credited  to  and  form 
a  part  of  the  Trust  Fund. 

(f )  There  shall  be  transferred  periodically  (but  not  less  often  than 
once  each  fiscal  year)  to  the  Trust  Fund  from  the  Federal  Old- Age 
and  Survivors  Insurance  Trust  Fund  and  from  the  Federal  Disability 
Insurance  Trust  Fund  amounts  equivalent  to  the  amounts  not  pre- 
viously so  transferred  which  the  Secretary  of  Health,  Education,  and 
Welfare  shall  have  certified  as  overpayments  (other  than  amounts  so 
certified  to  the  Railroad  Retirement  Board)  pursuant  to  section 
1870(b)  of  this  Act.  There  shall  be  transferred  periodically  (but  not 
less  often  than  once  each  fiscal  year)  to  the  Trust  Fund  from  the  Rail- 


1  Subsection  (b)  was  amended  by  see.  5  of  P.L.  95-292. 
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(ii)  ordinarily  furnished  by  such  hospital  (or  by  others 
under  such  arrangements)  to  its  outpatients  for  the  purpose 
of  diagnostic  study ; 

(D)  outpatient  physical  therapy  services ; 

(E)  rural  health  clinic  services ; 1  and 

(F)  home  dialysis  supplies  and  equipment,  self -care  home  di- 
alysis services,  and  institutional  dialysis  services  and  supplies ; 2 

(3)  diagnostic  X-ray  tests  (including  tests  under  the  super- 
vision of  a  physician,  furnished  in  a  place  of  residence  used  as 
the  patient's  home,  if  the  performance  of  such  tests  meets  such 
conditions  relating  to  health  and  safety  as  the  Secretary  may  find 
necessary) ,  diagnostic  laboratory  tests,  and  other  diagnostic  tests ; 

(4)  X-ray,  radium,  and  radioactive  isotope  therapy,  including 
materials  and  services  of  technicians ; 

(5)  surgical  dressings,  and  splints,  casts,  and  other  devices  used 
for  a  reduction  of  fractures  and  dislocations ; 

(6)  durable  medical  equipment,  including  iron  lungs,  oxygen 
tents,  hospital  beds,  and  wheelchairs  (which  may  include  a 
power-operated  vehicle  that  may  be  appropriately  used  as  a 
wheelchair,  but  only  where  the  use  of  such  a  vehicle  is  determined 
to  be  necessary  on  the  basis  of  the  individual's  medical  and  phys- 
ical condition  and  the  vehicle  meets  such  safety  requirements  as 
the  Secretary  may  prescribe)  used  in  the  patient's  home 
(including  an  institution  used  as  his  home  other  than  an  institu- 
tion that  meets  the  requirements  of  subsection  (e)  (1)  or  (j)  (1) 
of  this  section),  whether  furnished  on  a  rental  basis  or  pur- 
chased ; 3 

(7)  ambulance  service  where  the  use  of  other  methods  of 
transportation  is  contraindicated  by  the  individual's  condition, 
but  only  to  the  extent  provided  in  regulations ; 

(8)  prosthetic  devices  (other  than  dental)  which  replace  all  or 
part  of  an  internal  body  organ  (including  colostomy  bags  and 
supplies  directly  related  to  colostomy  care)  including  replace- 
ment of  such  devices ;  and 

(9)  leg,  arm,  back,  and  neck  braces,  and  artificial  legs,  arms, 
and  eyes,  including  replacements  if  required  because  of  a  change 
in  the  patient's  physical  condition. 

No  diagnostic  tests  performed  in  any  laboratory  which  is  independent 
of  a  physician's  office,  a  rural  health  clinic,  or  a  hospital  (which,  for 
purposes  of  this  sentence,  means  an  institution  considered  a  hospital 
for  purposes  of  section  1814(d))  shall  be  included  within  paragraph 
(3)  unless  such  laboratory — 

1  Subparagraph  (E)  was  added  by  section  1(e)  of  P.L.  95-210, 

2  Subparagraph  (F)  was  added  by  section  4(d)  of  P.L.  95-292. 

3  Paragraph  (6)  was  amended  by  section  501  (a)  of  P.L.  95-216. 
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(10)  if  situated  in  any  State  in  which  State  or  applicable  local 
law  provides  for  licensing  of  establishments  of  this  nature,  (A) 
is  licensed  pursuant  to  such  law,  or  (B)  is  approved,  by  the  agency 
of  such  State  or  locality  responsible  for  licensing  establishments 
of  this  nature,  as  meeting  the  standards  established  for  such 
licensing;  and 

(11)  meets  such  other  conditions  relating  to  the  health  and 
safety  of  individuals  with  respect  to  whom  such  tests  are  per- 
formed as  the  Secretary  may  find  necessary.1 

There  shall  be  excluded  from  the  diagnostic  services  specified  in 
paragraph  (2)  (C)  any  item  or  service  (except  services  referred  to 
in  paragraph  (1) )  which — 


1  This  sentence  was  amended  by  section  1(h)  of  P.L.  95-210. 
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(12)  would  not  be  included  under  subsection  (b)  if  it  were  fur- 
nished to  an  inpatient  of  a  hospital ;  or 

(13)  is  furnished  under  arrangements  referred  to  in  such  para- 
graph (2)  (C)  unless  furnished  in  the  hospital  or  in  other  facili- 
ties operated  by  or  under  the  supervision  of  the  hospital  or  its 
organized  medical  staff. 

None  of  the  items  and  services  referred  to  in  the  preceding  paragraphs 
(other  than  paragraphs  (1)  and  (2)  (A) )  of  this  subsection  which  are 
furnished  to  a  patient  of  an  institution  which  meets  the  definition  of 
a  hospital  for  purposes  of  section  1814(d)  shall  be  included  unless 
such  other  conditions  are  met  as  the  Secretary  may  find  necessary 
relating  to  health  and  safety  of  individuals  with  respect  to  whom  such 
items  and  services  are  furnished. 

Drugs  and  Biologicals 

(t)  The  term  "drugs"  and  the  term  "biologicals,"  except  for  pur- 
poses of  subsection  (m)  (5)  of  this  section,  include  only  such  drugs 
and  biologicals,  respectively,  as  are  included  (or  approved  for  inclu- 
sion) in  the  United  States  Pharmacopoeia,  the  National  Formulary, 
or  the  United  States  Homeopathic  Pharmacopoea,  or  in  New  Drugs 
or  Accepted  Dental  Remedies  (except  for  any  drugs  and  biologicals 
unfavorably  evaluated  therein) ,  or  as  are  approved  by  the  pharmacy 
and  drug  therapeutics  committee  (or  equivalent  committee)  of  the 
medical  staff  of  the  hospital  furnishing  such  drugs  and  biologicals 
for  use  in  such  hospital. 

Provider  of  Services 

(u)  The  term  "provider  of  services"  means  a  hospital,  skilled  nurs- 
ing facility,  home  health  agency,  or,  for  purposes  of  section  1814(g) 
and  section  1835(e),  a  fund. 

Reasonable  Cost 

(v)(l)(A)  The  reasonable  cost  of  any  services  shall  be  the  cost  ac- 
tually incurred,  excluding  therefrom  any  part  of  incurred  cost  found 
to  be  unnecessary  in  the  efficient  delivery  of  needed  health  services, 
and  shall  be  determined  in  accordance  with  regulations  establishing 
the  method  or  methods  to  be  used,  and  the  items  to  be  included,  in 
determining  such  costs  for  various  types  or  classes  of  institutions, 
agencies,  and  services;  except  that  in  any  case  to  which  paragraph 
(2)  or  (3)  applies,  the  amount  of  the  payment  determined  under 
such  paragraph  with  respect  to  the  services  involved  shall  be  con- 
sidered the  reasonable  cost  of  such  services.  In  prescribing  the  regula- 
tions referred  to  in  the  preceding  sentence,  the  Secretary  shall 
consider,  among  other  things,  the  principles  generally  applied  by  na- 
tional organizations  or  established  prepayment  organizations  (which 
have  developed  such  principles)  in  computing  the  amount  of  payment, 
to  be  made  by  persons  other  than  the  recipients  of  services,  to  providers 


Revised  April  1978 


483 


Sec.  1866(a) 


pertaining  to  health  and  safety),  such  institution  shall,  after  the  date 
of  notice  of  such  finding  to  the  hospital  and  for  such  period  as  may  be 
prescribed  in  regulations,  be  deemed  not  to  meet  the  requirements  of 
the  numbered  paragraphs  of  section  1861  (e) . 

Agreements  With  Providers  of  Services 

Sec.  1866.  (a)  (1)  Any  provider  of  services  (except  a  fund  desig- 
nated for  purposes  of  section  1814(g)  and  section  1835(e))  shall  be 
qualified  to  participate  under  this  title  and  shall  be  eligible  for  pay- 
ments under  this  title  if  it  files  with  the  Secretary  an  agreement — 

(A)  not  to  charge,  except  as  provided  in  paragraph  (2),  any 
individual  or  any  other  person  for  items  or  services  for  which  such 
individual  is  entitled  to  have  payment  made  under  this  title  (or 
for  which  he  would  be  so  entitled  if  such  provider  of  services  had 
complied  with  the  procedural  and  other  requirements  under  or 
pursuant  to  this  title  or  for  which  such  provider  is  paid  pursuant 
to  the  provisions  of  section  1814(e) ) ,  and 

(B)  not  to  charge  any  individual  or  any  other  person  for 
items  or  services  for  which  such  individual  is  not  entitled  to  have 
payment  made  under  this  title  because  payment  for  expenses  in- 
curred for  such  items  or  services  may  not  be  made  by  reason  of 
the  provisions  of  paragraph  (1)  or  (9),  but  only  if  (i)  such 
individual  was  without  fault  in  incurring  such  expenses  and  (ii) 
the  Secretary's  determination  that  such  payment  may  not  be  made 
for  such  items  and  services  was  made  after  the  third  year  follow- 
ing the  year  in  which  notice  of  such  payment  was  sent  to  such 
individual;  except  that  the  Secretary  may  reduce  such  three-year 
period  to  not  less  than  one  year  if  he  finds  such  reduction  is  con- 
sistent with  the  objectives  of  this  title,  and 

(C)  to  make  adequate  provision  for  return  (or  other  disposi- 
tion, in  accordance  with  regulations)  of  any  moneys  incorrectly 
collected  from  such  individual  or  other  person,  and 

(D)  to  promptly  notify  the  Secretary  of  its  employment  of  an 
individual  who,  at  any  time  during  the  year  preceding  such  em- 
ployment, was  employed  in  a  managerial,  accounting,  auditing, 
or  similar  capacity  (as  determined  by  the  Secretary  by  regula- 
tion) by  an  agency  or  organization  which  serves  as  a  fiscal  inter- 
mediary or  carrier  (for  purposes  of  part  A  or  part  B,  or  both,  of 
this  title)  with  respect  to  the  provider. 1 

An  agreement  under  this  paragraph  with  a  skilled  nursing  facility 
shall  be  for  a  term  of  not  exceeding  12  months,  except  that  the  Secre- 
tary may  extend  such  term  for  a  period  not  exceeding  2  months,  where 
the  health  and  safety  of  patients  will  not  be  jeopardized  thereby,  if  he 
finds  that  such  extension  is  necessary  to  prevent  irreparable  harm  to 


1  Subparagraph  (D)  was  added  by  section  15  of  P.L.  95-142. 
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such  facility  or  hardship  to  the  individuals  being  furnished  items  or 
services  by  such  facility  or  if  he  finds  it  impracticable  within  such  12- 
month  period  to  determine  whether  such  facility  is  complying  with 
the  provisions  of  this  title  and  regulations  thereunder. 

(2)  (A)  A  provider  of  services  may  charge  such  individual  or  other 
person  (i)  the  amount  of  any  deduction  or  coinsurance  amount  im- 
posed pursuant  to  section  1813(a)  (1)  or  (a)  (3),  section  1833(b),  or 
section  1861  (y)  (3)  with  respect  to  such  items  and  sarvices  (not  in 
excess  of  the  amount  customarily  charged  for  such  items  and  services 
by  such  provider),  and  (ii)  an  amount  equal  to  20  per  centum  of  the 
reasonable  charges  for  such  items  and  services  (not  in  excess  of  20  per 
centum  of  the  amount  customarily  charged  for  such  items  and  services 
by  such  provider)  for  which  payment  is  made  under  part  B  (but  in 
the  case  of  items  and  services  furnished  to  individuals  with  end-stage 
renal  disease,  an  amount  equal  to  20  percent  of  the  estimated  amounts 
for  such  items  and  services  calculated  on  the  basis  established  by  the 
Secretary).  In  the  case  of  items  and  services  described  in  section 
1833(c),  clause  (ii)  of  the  preceding  sentence  shall  be  applied  by  sub- 
stituting for  20  per  centum  the  proportion  which  is  appropriate  under 
such  section.1 

(B)  (i)  Where  a  provider  of  services  has  furnished,  at  the  request  of 
such  individual,  items  or  services  which  are  in  excess  of  or  more  ex- 
pensive than  the  items  or  services  with  respect  to  which  payment  may 
be  made  under  this  title,  such  provider  of  services  may  also  charge  such 
individual  or  other  person  for  such  more  expensive  items  or  services 
to  the  extent  that  the  amount  customarily  charged  by  it  for  the  items 
or  services  furnished  at  such  request  exceeds  the  amount  customarily 
charged  by  it  for  the  items  or  services  with  respect  to  which  payment 
may  be  made  under  this  title. 

(ii)  Where  a  provider  of  services  customarily  furnishes  an  indi- 
vidual items  or  services  which  are  more  expensive  than  the  items  or 
services  determined  to  be  necessary  in  the  efficient  delivery  of  needed 
health  services  under  this  title  and  which  have  not  been  requested  by 
such  individual,  such  provider  may  (except  with  respect  to  emergency 
services)  also  charge  such  individual  or  other  person  for  such  more 
expensive  items  or  services  to  the  extent  that  the  costs  of  (or,  if  less, 
the  customary  charges  for)  such  more  expensive  items  or  services  ex- 
perienced by  such  provider  in  the  second  fiscal  period  immediately 
preceding  the  fiscal  period  in  which  such  charges  are  imposed  exceed 
the  cost  of  such  items  or  services  determined  to  be  necessary  in  the 
efficient  delivery  of  needed  health  services,  but  only  if — 


1  Subparagraph  i&)  was  -amended  by  sec.  4(e)  of  P.L.  95-292,  effective  as  specified 
la  sec  6  of  that  act,  wniea  is  printed"  in  this  document  on  p.  810. 
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(I)  the  Secretary  has  provided  notice  to  the  public  of  any 
charges  being  imposed  on  individuals  entitled  to  benefits  under 
this  title  on  account  of  costs  in  excess  of  the  costs  determined  to 
be  necessary  in  the  efficient  delivery  of  needed  health  services 
under  this  title  by  particular  providers  of  services  in  the  area  in 
which  such  items  or  services  are  furnished,  and 

(II)  the  provider  of  services  has  identified  such  charges  to 
such  individual  or  other  person,  in  such  manner  as  the  Secretary 
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(ii)  that  failure  to  report  such  information  as  may  be  required 
may  be  deemed  to  constitute  evidence  of  likely  overpayment  on 
the  basis  of  which  appropriate  collection  action  may  be  taken; 

(iii)  that  in  any  case  in  which  a  health  maintenance  organiza- 
tion is  related  to  another  organization  by  common  ownership  or 
control,  a  consolidated  financial  statement  shall  be  filed  and  that 
the  allowable  costs  for  such  organization  may  not  include  costs 
for  the  types  of  expense  otherwise  reimbursable  under  this  title, 
in  excess  of  those  which  would  be  determined  to  be  reasonable  in 
accordance  with  regulations  (providing  for  limiting  reimburse- 
ment to  costs  rather  than  charges  to  the  health  maintenance  orga- 
nization by  related  organizations  and  owners)  issued  by  the 
Secretary  in  accordance  with  section  1861  (v)  of  the  Social 
Security  Act ;  and 

(iv)  that  in  any  case  in  which  compensation  is  paid  by  a  health 
maintenance  organization  substantially  in  excess  of  what  is  nor- 
mally paid  for  similar  services  by  similar  practitioners  (regard- 
less of  method  of  compensation),  such  compensation  may  as 
appropriate  be  considered  to  constitute  a  distribution  of  profits. 

(4)  The  payments  to  health  maintenance  organizations  under  this 
subparagraph  with  respect  to  individuals  described  in  subsection  (a) 
(1)  (A)  shall  be  made  from  the  Federal  Hospital  Insurance  Trust 
Fund  and  the  Federal  Supplementary  Medical  Insurance  Trust  Fund. 
The  portion  of  such  payment  to  such  an  organization  for  a  month  to 
be  paid  by  the  latter  trust  fund  shall  be  equal  to  200  percent  of  the 
sum  of — 

(A)  the  product  of  (i)  the  number  of  covered  enrollees  of  such 
organization  for  such  month  (as  described  in  paragraph  (1)) 
who  have  attained  age  65,  and  (ii)  the  monthly  actuarial  rate 
for  supplementary  medical  insurance  for  such  month  as  deter- 
mined under  section  1839(c)  (1),  and 

(B)  the  product  of  (i)  the  number  of  covered  enrollees  of  such 
organization  for  such  month  (as  described  in  paragraph  (1)) 
who  have  not  attained  age  65,  and  (ii)  the  monthly  actuarial  rate 
for  supplementary  medical  insurance  for  such  month  as  deter- 
mined under  section  1839  (c)  (4) . 

The  remainder  of  such  payment  shall  be  paid  by  the  former  trust 
fund.  For  limitation  on  Federal  participation  for  capital  expenditures 
which  are  out  of  conformity  with  a  comprehensive  plan  of  a  State  or 
area  wide  planning  agency,  see  section  1122. 

(b)  (1)  The  term  "health  maintenance  organization"  means  a  legal 
entity  which  provides  health  services  on  a  prepayment  basis  to  indi- 
viduals enrolled  with  such  organizations  and  which — 

(A)  provides  to  its  enrollees  who  are  insured  for  benefits  under 
parts  A  and  B  of  this  title  or  for  benefits  under  part  B  alone, 
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through  institutions,  entities,  and  persons  meeting  the  applicable 
requirements  of  section  1861,  all  of  the  services  and  benefits 
covered  under  such  parts  (to  the  extent  applicable  under  subpara- 
graph (A)  or  (B)  of  subsection  (a)  (1))  which  are  available  to 
individuals  residing  in  the  geographic  area  served  by  the 
organization ; 

(B)  provides  such  services  in  the  manner  prescribed  by  section 
1301(b)  of  the  Public  Health  Service  Act,  except  that  solely  for 
the  purposes  of  this  section — 

(i)  the  term  "basic  health  services"  and  references  thereto 
shall  be  deemed  to  refer  to  the  services  and  benefits  included 
under  parts  A  and  B  of  this  title ; 

(ii)  the  organization  shall  not  be  required  to  fix  the  basic 
health  services  payment  under  a  community  rating  system; 

(iii)  the  additional  nominal  payments  authorized  by  sec- 
tion 1301(b)  (1)  (D)  of  such  Act  shall  not  exceed  the  limits 
applicable  under  subsection  (g)  of  this  section;  and 

(iv)  payment  for  basic  health  services  provided  by  the 
organization  to  its  enrollees  under  this  section  or  for  serv- 
ices such  enrollees  receive  other  than  through  the  organiza- 
tion shall  be  made  as  provided  for  by  this  title ; 

(C)  is  organized  and  operated  in  the  manner  prescribed  by  sec- 
tion 1301(c)  of  the  Public  Health  Service  Act,  except  that  solely 
for  the  purposes  of  this  section — 

(i)  the  term  "basic  health  services"  and  references  thereto 
shall  be  deemed  to  refer  to  the  services  and  benefits  included 
under  parts  A  and  B  of  this  title ; 

(ii)  the  organization  shall  not  be  reimbursed  for  the  cost 
of  reinsurance  except  as  permitted  by  subsection  (i)  of  this 
section;  and 

(iii)  the  organization  shall  have  an  open  enrollment  period 
as  provided  for  in  subsection  (k)  of  this  section. 
(2)  (A)  The  duties  and  functions  of  the  Secretary,  insofar  as  they 
involve  making  determinations  as  to  whether  an  organization  is  a 
"health  maintenance  organization"  within  the  meaning  of  paragraph 
(1),  shall  be  administered  through  the  Assistant  Secretary  for  Health 
and  in  the  Office  of  the  Assistant  Secretary  for  Health,  and  the  admin- 
istration of  such  duties  and  functions  shall  be  integrated  with  the 
administration  of  section  1312  (a)  and  (b)  of  the  Public  Health 
Service  Act. 

(B)  Except  as  provided  in  subparagraph  (A),  the  Secretary  shall 

administer  the  provisions  of  this  section  through  the  Administrator  of 
the  Health  Care  Financing  Administration.1 


1  Subsection  (b)  was  amended  by  section  201(a)  of  P.L.  94-460  and  by  section  5  of 
P.L.  b5-2y2. 
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Medicare  Coverage  For  End  Stage  Renal  Disease  Patients1 

Sec.  1881.  (a)  The  benefits  provided  by  parts  A  and  B  of  this  title 
shall  include  benefits  for  individuals  who  have  been  determined  to 
have  end-stage  renal  disease  as  provided  in  section  226A,  and  benefits 
for  kidney  donors  as  provided  in  subsection  (d)  of  this  section.  Not- 
withstanding any  other  provision  of  this  title,  the  type,  duration,  and 
scope  of  the  benefit  provided  by  parts  A  and  B  with  respect  to  indi- 
viduals who  have  been  determined  to  have  end-stage  renal  disease  and 
who  are  entitled  to  such  benefits  without  regard  to  section  226A  shall 
in  no  case  be  less  than  the  type,  duration,  and  scope  of  the  benefits  so 
provided  for  individuals  entitled  to  such  benefits  solely  by  reason  of 
that  section. 

(b)  (1)  Payments  imder  this  title  with  respect  to  services,  in  addi- 
tion to  services  for  which  payment  would  otherwise  be  made  under 
this  title,  furnished  to  individuals  who  have  been  determined  to  have 
end-stage  renal  disease  shall  include  (A)  payments  on  behalf  of  such 
individuals  to  providers  of  services  and  renal  dialysis  facilities  which 
meet  such  requirements  as  the  Secretary  shall  by  regulation  prescribe 
for  institutional  dialysis  services  and  supplies  (including  self -dialysis 
services  in  a  self -care  dialysis  unit  maintained  by  the  provider  or  facil- 
ity), transplantation  services,  self -care  home  dialysis  support  services 
which  are  furnished  by  the  provider  or  facility,  and  routine  profes- 
sional services  performed  by  a  physician  during  a  maintenance  dialysis 
episode  if  payments  for  his  other  professional  services  furnished  to  an 
individual  who  has  end-stage  renal  disease  are  made  on  the  basis  spec- 
ified in  paragraph  (3)  (A)  of  this  subsection,  and  (B)  payments  to 
or  on  behalf  of  such  individuals  for  home  dialysis  supplies  and  equip- 
ment. The  requirements  prescribed  by  the  Secretary  under  subpara- 
graph (A)  shall  include  requirements  for  a  minimum  utilization  rate 
for  covered  procedures  and  for  self-dialysis  training  programs. 

(2)  (A)  With  respect  to  payments  for  dialysis  services  furnished 
by  providers  of  services  and  renal  dialysis  facilities  to  individuals 
determined  to  have  end-stage  renal  disease  for  which  payments  may 
be  made  under  part  B  of  this  title,  such  payments  (unless  otherwise 
provided  in  this  section)  shall  be  equal  to  80  percent  of  the  amounts 
determined  in  accordance  with  subparagraph  (B)  ;  and  with  respect 
to  payments  for  services  for  which  payments  may  be  made  under  part 
A  of  this  title,  the  amounts  of  such  payments  (which  amounts  shall 
not  exceed,  in  respect  to  costs  in  procuring  organs  attributable  to  pay- 
ments made  to  an  organ  procurement  agency  or  histocompatibility 
laboratory,  the  costs  incurred  by  that  agency  or  laboratory)  shall  be 
determined  in  accordance  with  section  1861  (v).  Payments  shall  be 
made  to  a  renal  dialysis  facility  only  it  if  agrees  to  accept  such  pay- 


1  Sec.  1881  was  ad<>ed  by  sec.  2  of  P.L.  95-292  effective  as  specified  in  sec.  6  of  that  act, 
which  is  printed  in  this  document  on  p.  820. 
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ments  as  payment  in  full  for  covered  sendees,  except  for  payment  by 
the  individual  of  20  percent  of  the  estimated  amounts  for  such  services 
calculated  on  the  basis  established  by  the  Secretary  under  subpara- 
graph (B)  and  the  deductible  amount  imposed  by  section  1833(b). 

(B)  The  Secretary  shall  prescribe  in  regulations  any  methods  and 
procedures  to  (i)  determine  the  costs  incurred  by  providers  of  services 
and  renal  dialysis  facilities  in  furnishing  covered  services  to  indi- 
viduals determined  to  have  end-stage  renal  disease,  and  (ii)  deter- 
mine, on  a  cost-related  basis  or  other  economical  and  equitable  basis 
(including  any  basis  authorized  under  section  1861  (v) ),  the  amounts 
of  payments  to  be  made  for  part  B  services  furnished  by  such  providers 
and  facilities  to  such  individuals.  Such  regulations  shall  provide  for 
the  implementation  of  appropriate  incentives  for  encouraging  more 
efficient  and  effective  delivery  of  services  (consistent  with  quality 
care) ,  and  shall  include,  to  the  extent  determined  feasible  by  the  Sec- 
retary, a  system  for  classifying  comparable  providers  and  facilities, 
and  prospectively  set  rates  or  target  rates  with  arrangements  for 
sharing  such  reductions  in  costs  as  may  be  attributable  to  more  efficient 
and  effective  delivery  of  services. 

(C)  Such  regulations,  in  the  case  of  services  furnished  by  proprie- 
tary providers  and  facilities  may  include,  if  the  Secretary  finds  it 
feasible  and  appropriate,  provision  for  recognition  of  a  reasonable 
rate  of  return  on  equity  capital,  providing  such  rate  of  return  does  not 
exceed  the  rate  of  return  stipulated  in  section  1861  (v)  (1)  (B). 

(D)  For  purposes  of  section  1878,  a  renal  dialysis  facility  shall  be 
treated  as  a  provider  of  services. 

(3)  With  respect  to  payments  for  physicians'  services  furnished  to 
individuals  determined  to  have  end-stage  renal  disease,  the  Secretary 
shall  pay  80  percent  of  the  amounts  calculated  for  such  services — 

(A)  on  a  reasonable  charge  basis  (but  may,  in  such  case,  make 
payment  on  the  basis  of  the  prevailing  charges  of  other  physicians 
for  comparable  services)  except  that  payment  may  not  be  made 
under  this  subparagraph  for  routine  services  furnished  during  a 
maintenance  dialysis  episode,  or 

(B)  on  a  comprehensive  monthly  fee  or  other  basis  for  an 
aggregate  of  services  provided  over  a  period  of  time  (as  defined 
in  regulations). 

(4)  Pursuant  to  agreements  with  approved  providers  of  services 
and  renal  dialysis  facilities,  the  Secretary  may  make  payments  to  such 
providers  and  facilities  for  the  cost  of  home  dialysis  supplies  and 
equipment  and  self -care  home  dialysis  support  services  furnished  to 
patients  whose  self -care  home  dialysis  is  under  the  direct  supervision 
of  such  provider  or  facility,  on  the  basis  of  a  target  reimbursement 
rate  (as  defined  in  paragraph  (6) ) . 

(5)  An  agreement  under  paragraph  (4)  shall  require,  in  accord- 
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ance  with  regulations  prescribed  by  the  Secretary,  that  the  provider 
or  facility  will — 

(A)  assume  full  responsibility  for  directly  obtaining  or  ar- 
ranging for  the  provision  of — 

(i)  such  medically  necessary  dialysis  equipment  as  is  pre- 
scribed by  the  attending  physician ; 

(ii)  dialysis  equipment  maintenance  and  repair  services; 

(iii)  the  purchase  and  delivery  of  all  necessary  medical 
supplies;  and 

(iv)  where  necessary,  the  services  of  trained  home  dialysis 
aides; 

(B)  perform  all  such  administrative  functions  and  maintain 
such  information  and  records  as  the  Secretary  may  require  to 
verify  the  transactions  and  arrangements  described  in  subpara- 
graph (A) ; 

(C)  submit  such  cost  reports,  data,  and  information  as  the 
Secretary  may  require  with  respect  to  the  costs  incurred  for  equip- 
ment, supplies,  and  services  furnished  to  the  facility's  home  dial- 
ysis patient  population ;  and 

(D)  provide  for  full  access  for  the  Secretary  to  all  such  rec- 
ords, data,  and  information  as  he  may  require  to  perform  his 
functions  under  this  section. 

(6)  The  Secretary  shall  establish,  for  each  calendar  year,  com- 
mencing with  January  1,  1979,  a  target  reimbursement  rate  for  home 
dialysis  which  shall  be  adjusted  for  regional  variations  in  the  cost  of 
providing  home  dialysis.  In  establishing  such  a  rate,  the  Secretary 
shall  include — 

(A)  the  Secretary's  estimate  of  the  cost  of  providing  medically 
necessary  home  dialysis  supplies  and  equipment ; 

(B)  an  allowance,  in  an  amount  determined  by  the  Secretary, 
to  cover  the  cost  of  providing  personnel  to  aid  in  home  dialysis ; 
and 

(C)  an  allowance,  in  an  amount  determined  by  the  Secretary, 
to  cover  administrative  costs  and  to  provide  an  incentive  for  the 
efficient  delivery  of  home  dialysis ; 

but  in  no  event  shall  such  target  rate  exceed  70  percent  of  the  national 
average  payment,  adjusted  for  regional  variations,  for  maintenance 
dialysis  services  furnished  in  approved  providers  and  facilities  during 
the  preceding  fiscal  year.  Any  such  target  rate  so  established  shall  be 
utilized,  without  renegotiation  of  the  rate,  throughout  the  calendar 
year  for  which  it  is  established.  During  the  last  quarter  of  each  cal- 
endar year,  the  Secretary  shall  establish  a  home  dialysis  target  reim- 
bursement rate  for  the  next  calendar  year  based  on  the  most  recent 
data  available  to  the  Secretary  at  the  time.  In  establishing  any  rate 
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under  this  paragraph,  the  Secretary  may  utilize  a  competitive-bid 
procedure,  a  prenegotiated  rate  procedure,  or  any  other  procedure 
which  the  Secretary  determines  is  appropriate  and  feasible  in  order 
to  carry  out  this  paragraph  in  an  effective  and  efficient  manner. 

(7)  For  purposes  of  this  title,  the  term  "home  dialysis  supplies  and 
equipment"  means  medically  necessary  supplies  and  equipment  (in- 
cluding supportive  equipment)  required  by  an  individual  suffering 
from  end-stage  renal  disease  in  connection  with  renal  dialysis  carried 
out  in  his  home  (as  defined  in  regulations),  including  obtaining,  in- 
stalling, and  maintaining  such  equipment. 

(8)  For  purposes  of  this  title,  the  term  "self -care  home  dialysis 
support  services,"  to  the  extent  permitted  in  regulation,  means — 

(A)  periodic  monitoring  of  the  patient's  home  adaptation,  in- 
cluding visits  by  qualified  provider  or  facility  personnel  (as  de- 
fined in  regulations),  so  long  as  this  is  done  in  accordance  with 
a  plan  prepared  and  periodically  reviewed  by  a  professional  team 
(as  defined  in  regulations)  including  the  individual's  physician; 

(B)  installation  and  maintenance  of  dialysis  equipment; 

(C)  testing  and  appropriate  treatment  of  the  water;  and 

(D)  such  additional  supportive  services  as  the  Secretary  finds 
appropriate  and  desirable. 

(9)  For  purposes  of  this  title,  the  term  "self- care  dialysis  unit" 
means  a  renal  dialysis  facility  or  a  distinct  part  of  such  facility  or  of 
a  provider  of  services,  which  has  been  approved  by  the  Secretary  to 
make  self -dialysis  services,  as  defined  by  the  Secretary  in  regulations, 
available  to  individuals  who  have  been  trained  for  self -dialysis.  A  self  - 
care  dialysis  unit  must,  at  a  minimum,  furnish  the  services,  equipment 
and  supplies  needed  for  self-care  dialysis,  have  patient-staff  ratios 
which  are  appropriate  to  self -dialysis  (allowing  for  such  appropriate 
lesser  degree  of  ongoing  medical  supervision  and  assistance  of  ancillary 
personnel  than  is  required  for  full  care  maintenance  'dialysis),  and 
meet  such  other  requirements  as  the  Secretary  may  prescribe  with 
respect  to  the  quality  and  cost-effectiveness  of  services. 

(c)  (1)  (A)  For  the  purpose  of  assuring  effective  and  efficient  ad- 
ministration of  the  benefits  provided  under  this  section,  the  Secretary 
shall  establish,  in  accordance  with  such  criteria  as  he  finds  appropri- 
ate, renal  disease  network  areas,  such  network  organizations  (includ- 
ing a  coordinating  council,  an  executive  committee  of  such  council,  and 
a  medical  review  board,  for  each  network  area)  as  he  finds  necessary  to 
accomplish  such  purpose,  and  a  national  end  stage  renal  disease  med- 
ical information  system.  The  Secretary  may  by  regulations  provide 
for  such  coordination  of  network  planning  and  quality  assurance  ac- 
tivities and  such  exchange  of  data  and  information  among  agencies 
with  responsibilities  for  health  planning  and  quality  assurance  activi- 
ties under  Federal  law  as  is  consistent  with  the  economical  and  efficient 
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administration  of  this  section  and  with  the  responsibilities  established 
for  network  organizations  under  this  section. 

(B)  At  least  one  patient  representative  shall  serve  as  a  member  of 
each  coordinating  council  and  executive  committee. 

(C)  The  Secretary  shall,  in  regulations,  prescribe  requirements  with 
respect  to  membership  in  network  organizations  by  individuals  (and 
the  relatives  of  such  individuals)  (i)  who  have  an  ownership  or  con- 
trol interest  in  a  facility  or  provider  which  furnishes  services  referred 
to  in  section  1861  (s)  (2)  (F),  or  (ii)  who  have  received  remuneration 
from  any  such  facility  or  provider  in  excess  of  such  amounts  as  consti- 
tute reasonable  compensation  for  services  (including  time  and  effort 
relative  to  the  provision  of  professional  medical  services)  or  goods 
supplied  to  such  facility  or  provider ;  and  such  requirements  shall  pro- 
vide for  the  definition,  disclosure,  and,  to  the  maximum  extent  con- 
sistent with  effective  administration,  prevention  of  potential  or  actual 
financial  or  professional  conflicts  of  interest  with  respect  to  decisions 
concerning  the  appropriateness,  nature,  or  site  of  patient  care. 

(2)  The  network  organizations  of  each  network  shall  be  responsi- 
ble, in  addition  to  such  other  duties  and  functions  as  may  be  prescribed 
by  the  Secretary,  for — 

(A)  encouraging,  consistent  with  sound  medical  practice,  the 
use  of  those  treatment  settings  most  compatible  with  the  success- 
ful rehabilitation  of  the  patient ; 

(B)  developing  criteria  and  standards  relating  to  the  quality 
and  appropriateness  of  patient  care;  and  network  goals  with 
respect  to  the  placement  of  patients  in  self-care  settings  and 
undergoing  or  preparing  for  transplantation  ; 

(C)  evaluating  the  procedure  by  which  facilities  and  pro- 
viders in  the  network  assess  the  appropriateness  of  patients  for 
proposed  treatment  modalities ; 

(D)  identifying  facilities  and  providers  that  are  not  cooper- 
ating toward  meeting  network  goals  and  assisting  such  facilities 
and  providers  in  developing  appropriate  plans  for  correction ;  and 

(E)  submitting  an  annual  report  to  the  Secretary  on  July  1 
of  each  year  which  shall  include  a  full  statement  of  the  network's 
goals,  data  on  the  network's  performance  in  meeting  its  goals 
(including  data  on  the  comparative  performance  of  facilities  and 
providers  with  respect  to  the  identification  and  placement  of  suit- 
able candidates  in  self -care  settings  and  transplantation),  identi- 
fication of  those  facilities  that  have  consistently  failed  to  cooper- 
ate with  network  goals,  and  recommendations  with  respect  to  the 
need  for  additional  or  alternative  services  or  facilities  in  the 
network  in  order  to  meet  the  network  goals,  including  self-dialysis 
training,  transplantation,  and  organ  procurement  facilities. 
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(3)  Where  the  Secretary  determines,  on  the  basis  of  the  data  con- 
tained in  the  network's  annual  report  and  such  other  relevant  data  as 
may  be  available  to  him,  that  a  facility  or  provider  has  consistently 
failed  to  cooperate  with  network  plans  and  goals,  he  may  terminate 
or  withhold  certification  of  such  facility  or  provider  (for  purposes 
of  payment  for  services  furnished  to  individuals  with  end  stage  renal 
disease)  until  he  determines  that  such  provider  or  facility  is  making 
reasonable  and  appropriate  efforts  to  cooperate  with  the  network's 
plans  and  goals. 

(4)  The  Secretary  shall,  in  determining  whether  to  certify  addi- 
tional facilities  or  expansion  of  existing  facilities  within  a  network, 
take  into  account  the  network's  goals  and  performance  as  reflected  in 
the  network's  annual  report. 

(5)  The  Secretary,  after  consultation  with  appropriate  profes- 
sional and  planning  organizations,  shall  provide  such  guidelines  with 
respect  to  the  planning  and  delivery  of  renal  disease  services  as  are 
necessary  to  assist  network  organizations  in  their  development  of  their 
respective  networks'  goals  to  promote  the  optimum  use  of  self-dialysis 
and  transplantation  by  suitable  candidates  for  such  modalities. 

(6)  It  is  the  intent  of  the  Congress  that  the  maximum  practical 
number  of  patients  who  are  medically,  socially,  and  psychologically 
suitable  candidates  for  home  dialysis  or  transplantation  should  be  so 
treated.  The  Secretary  shall  consult  with  appropriate  professional  and 
network  organizations  and  consider  available  evidence  relating  to 
developments  in  research,  treatment  methods,  and  technology  for  home 
dialysis  and  transplantation.  The  Secretary  shall  periodically  submit 
to  the  Congress  such  legislative  recommendations  as  the  Secretary  finds 
warranted  on  the  basis  of  such  consultation  and  evidence  to  further 
the  national  objective  of  maximizing  the  use  of  home  dialysis  and 
transplantation  consistent  with  good  medical  practice. 

(d)  Notwithstanding  any  provision  to  the  contrary  in  section  226 
any  individual  who  donates  a  kidney  for  transplant  surgery  shall  be 
entitled  to  benefits  under  parts  A  and  B  of  this  title  with  respect  to 
such  donation.  Reimbursement  for  the  reasonable  expenses  incurred 
by  such  an  individual  with  respect  to  a  kidney  donation  shall  be  made 
(without  regard  to  the  deductible,  premium,  and  coinsurance  provi- 
sions of  this  title) ,  in  such  manner  as  may  be  prescribed  by  the  Secre- 
tary in  regulations,  for  all  reasonable  preparatory,  operation,  and 
postoperation  recovery  expenses  associated  with  such  donation,  in- 
cluding but  not  limited  to  the  expenses  for  which  payment  could  be 
made  if  he  were  an  eligible  individual  for  purposes  of  parts  A  and  B 
of  this  title  without  regard  to  this  subsection.  Payments  for  postopera- 
tion recovery  expenses  shall  be  limited  to  the  actual  period  of  recovery. 
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(e)  (1)  Notwithstanding  any  other  provision  of  this  title,  the  Sec- 
retary may,  pursuant  to  agreements  with  approved  providers  of  serv- 
ices and  renal  dialysis  facilities,  reimburse  such  providers  and  facili- 
ties (without  regard  to  the  deductible  -and  coinsurance  provisions  of 
this  title)  for  the  reasonable  cost  of  the  purchase,  installation,  mainte- 
nance and  reconditioning  for  subsequent  use  of  artificial  kidney  and 
automated  dialysis  peritoneal  machines  (including  supportive  equip- 
ment) which  are  to  be  used  exclusively  by  entitled  individuals  dialyz- 
ing  at  home. 

(2)  An  agreement  under  this  subsection  shall  require  that  the  pro- 
vider or  facility  will — 

(A)  make  the  equipment  available  for  use  only  by  entitled  in- 
dividuals dialyzing  at  home ; 

(B)  recondition  the  equipment,  as  needed,  for  reuse  by  such  in- 
dividuals throughout  the  useful  life  of  the  equipment,  including 
modification  of  the  equipment  consistent  with  advances  in  re- 
search and  technology ; 

(C)  provide  for  full  access  for  the  Secretary  to  all  records  and 
information  relating  to  the  purchase,  maintenance,  and  use  of  the 
equipment;  and 

(D)  submit  such  reports,  data,  and  information  as  the  Secre- 
tary may  require  with  respect  to  the  cost,  management,  and  use 
of  the  equipment. 

(3)  For  purposes  of  this  section,  the  term  "supportive  equipment" 
includes  blood  pumps,  heparin  pumps,  bubble  detectors,  other  alarm 
systems,  and  such  other  items  as  the  Secretary  may  determine  are 
medically  necessary. 

(f )  (1)  The  Secretary  shall  initiate  and  carry  out,  at  selected  loca- 
tions in  the  United  States,  pilot  projects  under  which  financial  assist- 
ance in  the  purchase  of  new  or  used  durable  medical  equipment  for 
renal  dialysis  is  provided  to  individuals  suffering  from  end  stage  renal 
disease  at  the  time  home  dialysis  is  begun,  with  provision  for  a  trial 
period  to  assure  successful  adaptation  to  home  dialysis  before  the 
actual  purchase  of  such  equipment. 

(2)  The  Secretary  shall  conduct  experiments  to  evaluate  methods 
for  reducing  the  costs  of  the  end  stage  renal  disease  program.  Such 
experiments  shall  include  (without  being  limited  to)  reimbursement 
for  nurses  and  dialysis  technicians  to  assist  with  home  dialysis,  and 
reimbursement  to  family  members  assisting  with  home  dialysis. 

(3)  The  Secretary  shall  conduct  experiments  to  evaluate  methods  of 
dietary  control  for  reducing  the  costs  of  the  end  stage  renal  disease 
program,  including  (without  being  limited  to)  the  use  of  protein-con- 
trolled products  to  delay  the  necessity  for,  or  reduce  the  frequency  of, 
dialysis  in  the  treatment  of  end  stage  renal  disease. 
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(4)  The  Secretary  shall  conduct  a  comprehensive  study  of  methods 
for  increasing  public  participation  in  kidney  donation  and  other  organ 
donation  programs. 

(5)  The  Secretary  shall  conduct  a  full  and  complete  study  of  the 
reimbursement  of  physicians  for  services  furnished  to  patients  with 
end  stage  renal  disease  under  this  title,  giving  particular  attention  to 
the  range  of  payments  to  physicians  for  such  services,  the  average 
amounts  of  such  payments,  and  the  number  of  hours  devoted  to  fur- 
nishing such  services  to  patients  at  home,  in  renal  disease  facilities,  in 
hospitals,  and  elsewhere. 

(6)  The  Secretary  shall  conduct  a  study  of  the  number  of  patients 
with  end  stage  renal  disease  who  are  not  eligible  for  benefits  with 
respect  to  such  disease  under  this  title  (by  reason  of  this  section  or 
otherwise) ,  and  of  the  economic  impact  of  such  noneligibility  of  such 
individuals.  Such  study  shall  include  consideration  of  mechanisms 
whereby  governmental  and  other  health  plans  might  be  instituted  or 
modified  to  permit  the  purchase  of  actuarially  sound  coverage  for  the 
costs  of  end  stage  renal  disease. 

(7)  The  Secretary  shall  conduct  a  study  of  the  medical  appropriate- 
ness and  safety  of  cleaning  and  reusing  dialysis  filters  by  home  dialysis 
patients.  In  such  cases  in  which  the  Secretary  determines  that  such 
home  cleaning  and  reuse  of  filters  is  a  medically  sound  procedure,  the 
Secretary  shall  conduct  experiments  to  evaluate  such  home  cleaning 
and  reuse  as  a  method  of  reducing  the  cost  of  the  end  stage  renal 
disease  program. 

(8)  The  Secretary  shall  submit  to  the  Congress  no  later  than 
October  1,  1979,  a  full  report  on  the  experiments  conducted  under 
paragraphs  (1),  (2),  (3),  and  (7),  and  the  studies  under  paragraphs 
(4),  (5),  (6),  and  (7).  Such  report  shall  include  any  recommendations 
for  legislative  changes  which  the  Secretary  finds  necessary  or  desirable 
as  a  result  of  such  experiments  and  studies. 

(g)  The  Secretary  shall  submit  to  the  Congress  on  April  1,  1979, 
and  April  1  of  each  year  thereafter  a  report  on  the  end  stage  renal 
disease  program,  including  but  not  limited  to — 

(1)  the  number  of  patients,  nationally  and  by  renal  disease 
network,  on  dialysis  (self -dialysis  or  otherwise)  at  home  and  in 
facilities ; 

(2)  the  number  of  new  patients  entering  dialysis  at  home  and 
in  facilities  during  the  year ; 

(3)  the  number  of  facilities  providing  dialysis  and  the  utiliza- 
tion rates  of  those  facilities  ; 

(4)  the  number  of  kidney  transplants,  by  source  of  donor  organ ; 

(5)  the  number  of  patients  awaiting  organs  for  transplant; 

(6)  the  number  of  transplant  failures ; 
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(7)  the  range  of  costs  of  kidney  acquisitions,  by  type  of 
facility  and  by  region; 

(8)  the  number  of  facilities  providing  transplants  and  the 
number  of  transplants  performed  per  f acilitity ; 

(9)  patient  mortality  and  morbidity  rates ; 

(10)  the  average  annual  cost  of  hospitalization  for  ancillary 
problems  in  dialysis  and  transplant  patients,  and  drug  costs  for 
transplant  patients ; 

(11)  medicare  payment  rates  for  dialysis,  transplant  proce- 
dures, and  physician  services,  along  with  any  changes  in  such 
rates  during  the  year  and  the  reasons  for  those  changes ; 

(12)  the  results  of  cost-saving  experiments; 

(13)  the  results  of  basic  kidney  disease  research  conducted  by 
the   Federal   Government,   private   institutions,   and  foreign 

governments. 

(14)  information  on  the  activities  of  medical  review  boards 
and  other  networks  organizations ;  and 

(15)  estimated  program  costs  over  the  next  five  years. 
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conditions  discovered  thereby,  as  may  be  provided  in  regulations 
of  the  Secretary;  and  (C)  family  planning  services  and  supplies 
furnished  (directly  or  under  arrangements  with  others)  to  in- 
dividuals of  child-bearing  age  (including  minors  who  can  be 
coDsidered  to  be  sexually  active)  who  are  eligible  under  the  State 
plan  and  who  desire  such  services  and  supplies; 

(5)  physicians'  services  furnished  by  a  physician  (as  defined  in 
section  1861  (r)  (1) ),  whether  furnished  in  the  office,  the  patient's 
home,  a  hospital,  or  a  skilled  nursing  facility,  or  elsewhere; 

(6)  medical  care,  or  any  other  type  of  remedial  care  recognized 
under  State  law,  furnished  by  licensed  practitioners  within  the 
scope  of  their  practice  as  defined  by  State  law ; 

(7)  home  health  care  services; 

(8)  private  duty  nursing  services; 

(9)  clinic  services; 

(10)  dental  services ; 

(11)  physical  therapy  and  related  services  ; 

(12)  prescribed  drugs,  dentures,  and  prosthetic  devices;  and 
eyeglasses  prescribed  by  a  physician  skilled  in  diseases  of  the 
eye  or  by  an  optometrist,  whichever  the  individual  may  select ; 

(13)  other  diagnostic,  screening,  preventive,  and  rehabilitative 
services ; 

(14)  inpatient  hospital  services,  skilled  nursing  facility  serv- 
ices, and  intermediate  care  facility  services  for  individuals  65 
years  of  age  or  over  in  an  institution  for  tuberculosis  or  mental 
diseases ; 

(15)  intermediate  care  facility  services  (other  than  such  serv- 
ices in  an  institution  for  tuberculosis  or  mental  diseases)  for 
individuals  who  are  determined,  in  accordance  with  section  1902 
(a)  (31)  (A),  to  be  in  need  of  such  care; 

(16)  effective  January  1,  1973,  inpatient  psychiatric  hospital 
services  for  individuals  under  age  21,  as  defined  in  subsection 
(h) ;  and 

(17)  any  other  medical  care,  and  any  other  type  of  remedial 
care  recognized  under  State  law,  specified  by  the  Secretary  ; 

except  as  otherwise  provided  in  paragraph  (16),  such  term  does  not 
include — 

(A)  any  such  payments  with  respect  to  care  or  services  for 
any  individual  who  is  an  inmate  of  a  public  institution  (except 
as  a  patient  in  a  medical  institution) ;  or 

(B)  any  such  payments  with  respect  to  care  or  services  for 
any  individual  who  has  not  attained  65  years  of  age  and  who 
is  a  patient  in  an  institution  for  tuberculosis  or  mental  diseases. 

For  purposes  of  clause  (vi)  of  the  preceding  sentence,  a  person  shall 
be  considered  essential  to  another  individual  if  such  person  is  the 
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spouse  of  and  is  living  with  such  individual,  the  needs  of  such  person 
are  taken  into  account  in  determining  the  amount  of  aid  or  assistance 
furnished  to  such  individual  (under  a  State  plan  approved  under 
title  I,  X,  XIV,  or  XVI),  and  such  person  is  determined,  under  such 
a  State  plan,  to  be  essential  to  the  well  being  of  such  individual. 

(b)  The  term  "Federal  medical  assistance  percentage"  for  any 
State  shall  be  100  per  centum  less  the  State  percentage;  and  the 
State  percentage  shall  be  that  percentage  which  bears  the  same  ratio 
to  45  per  centum  as  the  square  of  the  per  capita  income  of  such  State 
bears  to  the  square  of  the  per  capita  income  of  the  continental  United 
States  (including  Alaska)  and  Hawaii;  except  that  (1)  the  Federal 
medical  assistance  percentage  shall  in  no  case  be  less  than  50  per  cen- 
tum or  more  than  83  per  centum,  and  (2)  the  Federal  medical  assist- 
ance percentage  for  Puerto  Rico,  the  Virgin  Islands,  and  Guam  shall 
be  50  per  centum.  The  Federal  medical  assistance  percentage  for  any 
State  shall  be  determined  and  promulgated  in  accordance  with  the 
provisions  of  subparagraph  (B)  of  section  1110(a)  (8).  Notwithstand- 
ing the  first  sentence  of  this  section,  the  Federal  medical  assistance 
percentage  shall  be  100  per  centum  with  respect  to  amounts  expended 
as  medical  assistance  for  services  which  are  received  through  an  Indian 
Health  Service  facility  whether  operated  by  the  Indian  Health  Serv- 
ice or  by  an  Indian  tribe  or  tribal  organization  (as  defined  in  section  4 
of  the  Indian  Health  Care  Improvement  Act)  .* 

(c)  For  purposes  of  this  title  the  term  "intermediate  care  facility" 
means  an  institution  which  (1)  is  licensed  under  State  law  to  pro- 
vide, on  a  regular  basis,  health-related  care  and  services  to  individuals 
who  do  not  require  the  degree  of  care  and  treatment  which  a  hospital 
or  skilled  nursing  facility  is  designed  to  provide,  but  who  because  of 
their  mental  or  physical  condition  require  care  and  services  (above  the 
level  of  room  and  board)  which  can  be  made  available  to  them  only 
through  institutional  facilities,  (2)  meets  such  standards  prescribed 
by  the  Secretary  as  he  finds  appropriate  for  the  proper  provision  of 
such  care,  (3)  meets  such  standards  of  safety  and  sanitation  as  are 
established  under  regulation  of  the  Secretary  in  addition  to  those 
applicable  to  nursing  homes  under  State  law,  and  (4)  meets  the  re- 
quirements of  section  1861  (j)  (14)  with  respect  to  protection  of 
patients'  personal  funds.  The  term  "intermediate  care  facility"  also 
includes  any  skilled  nursing  facility  or  hospital  which  meets  the  re- 
quirements of  the  preceding  sentence.  The  term  "intermediate  care 
facility"  also  includes  a  Christian  Science  sanatorium  operated,  or 
listed  and  certified,  by  the  First  Church  of  Christ,  Scientist, 


1  The  last  sentence  of  subsection  (b)  was  added  by  section  402(e)  of  P.L.  94-487. 
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Boston,  Massachusetts,  but  only  with  respect  to  institutional  serv- 
ices deemed  appropriate  by  the  State.  The  term  "intermediate  care  fa- 
cility" also  includes  any  institution  which  is  located  in  a  State  on  an 
Indian  reservation  and  is  certified  by  the  Secretary  as  meeting  the  re- 
quirements of  clauses  (2),  (3),  and  (4)  of  this  subsection  and  providing 
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the  care  and  services  required  under  clauses  (1).  With  respect  to  serv- 
ices furnished  to  individuals  under  age  65,  the  term  "intermediate  care 
facility"  shall  not  include,  except  as  provided  in  subsection  (d),  any 
public  institution  or  distinct  part  thereof  for  mental  diseases  or  mental 
defects.1 

(d)  The  term  "intermediate  care  facility  services"  may  include 
services  in  a  public  institution  (or  distinct  part  thereof)  for  the  men- 
tally retarded  or  persons  with  related  conditions  if — 

(1)  The  primary  purpose  of  such  institution  (or  distinct  part 
thereof)  is  to  provide  health  or  rehabilitative  services  for  men- 
tally retarded  individuals  and  which  meet  such  standards  as  may 
be  prescribed  by  the  Secretary; 

(2)  the  mentally  retarded  individual  with  respect  to  whom  a 
request  for  payment  is  made  under  a  plan  approved  under  this 
title  is  receiving  active  treatment  under  such  a  program ;  and 

(3)  the  State  or  political  subdivision  responsible  for  the  opera- 
tion of  such  institution  has  agreed  that  the  non-Federal  expendi- 
tures in  any  calendar  quarter  prior  to  January  1,  1975,  with 
respect  to  services  furnished  to  patients  in  such  institution  (or  dis- 
tinct part  thereof)  in  the  State  will  not,  because  of  payments  made 
under  this  title,  be  reduced  below  the  average  amount  expended 
for  such  services  in  such  institution  in  the  four  quarters  immedi- 
ately preceding  the  quarter  in  which  the  State  in  which  such  in- 
stitution is  located  elected  to  make  such  services  available  under 
its  plan  approved  under  this  title. 

(e)  In  the  case  of  any  State  the  State  plan  of  which  (as  approved 
under  this  title)  — 

(1)  does  not  provide  for  the  payment  of  services  (other  than 
services  covered  under  section  1902(a)  (12))  provided  by  an  op- 
tometrist; but 

(2)  at  a  prior  period  did  provide  for  the  payment  of  services 
referred  to  in  paragraph  (1)  ; 

the  term  "physicians'  services"  (as  used  in  subsection  (a)(5))  shall 
include  services  of  the  type  which  an  optometrist  is  legally  authorized 
to  perform  where  the  State  plan  specifically  provides  that  the  term 
"physicians'  services",  as  employed  in  such  plan,  includes  services  of 
the  type  which  an  optometrist  is  legally  authorized  to  perform, 
and  shall  be  reimbursed  whether  furnished  by  a  physician  or  an 
optometrist. 

(f)  For  purposes  of  this  title,  the  term  "skilled  nursing  facility 
services"  means  services  which  are  or  were  required  to  be  given  an 
individual  who  needs  or  needed  on  a  daily  basis  skilled  nursing  care 
(provided  directly  by  or  requiring  the  supervision  of  skilled  nursing 
personnel)  or  other  skilled  rehabilitation  services  which  as  a  practical 


1  Subsection  (c)  was  amended  by  sections  8(a)  and  8(b)  of  Public  Law  95-292.  The 
word  "clauses"  in  the  next  to  last  sentence  is  a  technical  error  ;  it  apparently  should  be 
"clause". 
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matter  can  only  be  provided  in  a  skilled  nursing  facility  on  an 
inpatient  basis. 

(g)  If  the  State  plan  includes  provision  of  chiropractors'  services, 
such  services  include  only — 

(1)  services  provided  by  a  chiropractor  (A)  who  is  licensed 
as  such  by  the  State  and  (B)  who  meets  uniform  minimum  stand- 
ards promulgated  by  the  Secretary  under  section  1861  (r)  (5); 
and 

(2)  services  which  consist  of  treatment  by  means  of  manual 
manipulation  of  the  spine  which  the  chiropractor  is  legally 
authorized  to  perform  by  the  State. 

(h)  (1)  For  purposes  of  paragraph  (16)  of  subsection  (a) ,  the  term 
"inpatient  psychiatric  hospital  services  for  individuals  under  age  21" 
includes  only — 

(A)  inpatient  services  which  are  provided  in  an  institution 
which  is  accredited  as  a  psychiatric  hospital  by  the  Joint  Commis- 
sion on  Accreditation  of  Hospitals ; 

(B)  inpatient  services  which,  in  the  case  of  any  individual, 
(i)  involve  active  treatment  which  meets  such  standards  as  may 
be  prescribed  in  regulations  by  the  Secretary,  and  (ii)  a  team, 
consisting  of  physicians  and  other  personnel  qualified  to  make 
determinations  with  respect  to  mental  health  conditions  and  the 
treatment  thereof,  has  determined  are  necessary  on  an  inpatient 
basis  and  can  reasonably  be  expected  to  improve  the  condition,  by 
reason  of  which  such  services  are  necessary,  to  the  extent  that 
eventually  such  services  will  no  longer  be  necessary ;  and 

(C)  inpatient  services  which,  in  the  case  of  any  individual,  are 
provided  prior  to  (A)  the  date  such  individual  attains  age  21,  or 
(B)  in  the  case  of  an  individual  who  was  receiving  such  services  in 
the  period  immediately  preceding  the  date  on  which  he  attained 
age  21,  (i)  the  date  such  individual  no  longer  requires  such  serv- 
ices, or  (ii)  if  earlier,  the  date  such  individual  attains  age  22 ; 

(2)  Such  term  does  not  include  services  provided  during  any 
calendar  quarter  under  the  State  plan  of  any  State  if  the  total  amount 
of  the  funds  expended,  during  such  quarter,  by  the  State  (and  the 
political  subdivisions  thereof)  from  non-Federal  funds  for  inpatient 
services  included  under  paragraph  (1),  and  for  active  psychiatric 
care  and  treatment  provided  on  an  outpatient  basis  for  eligible  men- 
tally ill  children,  is  less  than  the  average  quarterly  amount  of  the  funds 
expended,  during  the  4-quarter  period  ending  December  31,  1971,  by 
the  State  (and  the  political  subdivisions  thereof)  from  non-Federal 
funds  for  such  services. 

(i)  For  purposes  of  this  title,  the  term  "skilled  nursing  facility" 
also  includes  any  institution  which  is  located  in  a  State  on  an  Indian 
reservation  and  is  certified  by  the  Secretary  as  being  a  qualified  skilled 
nursing  facility  by  meeting  the  requirements  of  section  1861  (j). 
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SELECTED  PROVISIONS  OF  THE  INTERNAL 
REVENUE  CODE  OF  1954 
26  U.S.C.  1— 
Subtitle  A — Income  Taxes 

CHAPTER  1— NORMAL  TAXES  AND  SURTAXES 
SUBCHAPTER  A— DETERMINATION  OF  TAX  LIABILITY 
******* 

Part  IV— Credits  Against  Tax 
Subpart  A — Credits  Allowable 
*  *  *  *  *  *  * 

SEC.  40.  EXPENSES  OF  WORK  INCENTIVE  PROGRAMS. 

(a)  General  Rule. — There  shall  be  allowed,  as  a  credit  against  the 
tax  imposed  by  this  chapter,  the  amount  determined  under  subpart  C 
of  this  part. 

(b)  Regulations. — The  Secretary  shall  prescribe  such  regulations 
as  may  be  necessary  to  carry  out  the  purposes  of  this  section  and 
subpart  C. 

******* 

SEC.  43.  EARNED  INCOME. 1 

(a)  Allowance  of  Credit. — In  the  case  of  an  eligible  individual, 
there  shall  be  allowed  as  a  credit  against  the  tax  imposed  by  this 
chapter  for  the  taxable  year  an  amount  equal  to  10  percent  of  so  much 
of  the  earned  income  for  the  taxable  year  as  does  not  exceed  $4,000. 

1  Section  43  was  added  by  section  204  of  Public  Law  94-12  and  amended  by  section  2 
of  Public  Law  94-164  and  section  401(c)  of  Public  Law  94-455.  It  is  effective  for  taxable 
years  beginning  after  December  31,  1974,  and  before  January  1,  1979.  Section  2(d)  of 
Public  Law  94-164  governs  tbe  treatment  of  refunds  under  this  section  in  determining 
benefits  under  assistance  programs.  This  section  is  reprinted  in  this  document  on  page  767. 
See  also  section  103  (b)  of  P.L.  95-30. 
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(b)  Limitation. — The  amount  of  the  credit  allowable  to  a  taxpayer 
under  subsection  (a)  for  any  taxable  year  shall  be  reduced  (but  not 
below  zero)  by  an  amount  equal  to  10  percent  of  so  much  of  the  ad- 
justed gross  income  (or,  if  greater,  the  earned  income)  of  the  taxpayer 
for  the  taxable  year  as  exceeds  $4,000. 

(c)  Definition. — For  purposes  of  this  section — 

(1)  Eligible  individual. — The  term  "eligible  individual"  means 
an  individual  who,  for  the  taxable  year — 

(A)  maintains  a  household  (within  the  meaning  of  section 
44A(f )  (1) )  in  the  United  States  which  is  the  principal  place 
of  abode  of  that  individual  and — 

(i)  a  child  of  that  individual  if  such  child  meets  the 
requirements  of  section  151(e)  (1)  (B)  (relating  to  addi- 
tional exemptions  for  dependents),  or 

(ii)  a  child  of  that  individual  who  is  disabled  (within 
the  meaning  of  section  72 (m)  (7))  and  with  respect  to 
whom  that  individual  is  entitled  to  claim  a  deduction  un- 
der section  151 ;  and 

(B)  is  not  entitled  to  exclude  any  amount  from  gross  in- 
come under  section  911  (relating  to  earned  income  from 
sources  without  the  United  States)  or  section  931  (relating  to 
income  from  sources  within  the  possessions  of  the  United 
States). 

(2)  Earned  income. — 

(A)  The  term  "earned  income"  means — 

(i)  wages,  salaries,  tips,  and  other  employee  compen- 
sation, plus 

(ii)  the  amount  of  the  taxpayer's  net  earnings  from 
self -employment  for  the  taxable  year  (within  the  mean- 
ing of  section  1402(a) ). 

(B)  For  purposes  of  subparagraph  (A) — 

(i)  except  as  provided  in  clause  (ii) ,  any  amount  shall 
be  taken  into  account  only  if  such  amount  is  includible 
in  the  gross  income  of  the  taxpayer  for  the  taxable  year, 

(ii)  the  earned  income  of  an  individual  shall  be  com- 
puted without  regard  to  any  community  property  laws, 

(iii)  no  amount  received  as  a  pension  or  annuity  shall 
be  taken  into  account,  and 

(iv)  no  amount  to  which  section  871(a)  applies  (re- 
lating to  income  of  nonresident  alien  individuals  not 
connected  with  United  States  business)  shall  be  taken 
into  account. 

(d)  Married  Individuals. — In  the  case  of  an  individual  who  is 
married  (within  the  meaning  of  section  143),  this  section  shall  apply 
only  if  a  joint  return  is  filed  for  the  taxable  year  under  section  6013. 
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SEC.  50B.  DEFINITIONS;  SPECIAL  RULES. 

(a)  Work  Incentive  Program  Expenses. — 

(1)  In  general. — For  purposes  of  this  subpart,  the  term  "work 
incentive  program  expenses"  means  the  sum  of — 

(A)  the  amount  of  wages  paid  or  incurred  by  the  taxpayer 
for  services  rendered  during  the  first  12  months  of  employ- 
ment (whether  or  not  consecutive)  of  employees  who  are 
certified  by  the  Secretary  of  Labor  as — 

(i)  having  been  placed  in  employment  under  a  work 
incentive  program  established  under  section  432(b)  (1) 
of  the  Social  Security  Act,  and 

(ii)  not  having  displaced  any  individual  from  em- 
ployment, plus 

(B)  the  amount  of  Federal  welfare  recipient  employment 
incentive  expenses  paid  or  incurred  by  the  taxpayer  for  serv- 
ices rendered  during  the  first  12  months  of  emplcyment 
(whether  or  not  consecutive). 

(2)  Definitions. — For  purposes  of  this  section,  the  term  "Fed- 
eral welfare  recipient  employment  incentive  expenses"  means  the 
amount  of  wages  paid  or  incurred  by  the  taxpayer  for  services 
rendered  to  the  taxpayer  by  an  eligible  employee — 

(A)  before  January  1,  1980,  or 

(B)  in  the  case  of  an  eligible  employee  whose  services  are 
performed  in  connection  with  a  child  day  care  services  pro- 
gram of  the  taxpayer,  before  October  1, 1978. 3 

(3)  Exclusion. — No  item  taken  into  account  under  paragraph 
(1)  (A)  shall  be  taken  into  account  under  paragraph  (1)  (B).  No 
item  taken  into  account  under  paragraph  (1)  (B)  shall  be  taken 
into  account  under  paragraph  1(A).1 

(b)  Wages. — For  purposes  of  subsection  (a),  the  term  "wages" 
means  only  cash  remuneration  (including  amounts  deducted  and  with- 
held). 

(c)  Limitations. — 

(1)  Trade  or  business  expenses. — No  item  shall  be  taken  into 
account  under  subsection  (a)  (1)  (A)  unless  such  item  is  incurred 
in  a  trade  or  business  of  the  taxpayer.2 


1  Section  50  B(a)  was  amended  by  section  401  of  Public  Law  94-12  and  section  2107  (d) 
and  (e)  of  Public  Law  94—455.  Paragraph  (2)  of  this  section  was  also  amended  by  section 
4  (b)  and  (c)  of  Public  Law  94—401  effective  with  respect  to  individuals  hired  after  Septem- 
ber 7,  1976  whose  services  are  performed  in  connection  with  a  child  day  care  services 
program  of  the  taxpayer. 

2  Suhsections  (c)  (1)  and  (c)  (4)  were  amended  by  section  401  of  Public  Law  94—12. 

3  Subsection  (a)(2)(B)  was  amended  by  section  1(e)  of  Public  Law  95-171. 
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(2)  Keimbursed  expenses. — No  item  shall  be  taken  into  account 
under  subsection  (a)  to  the  extent  that  the  taxpayer  is  reimbursed 
for  such  item. 

(3)  Geographical  limitation. — No  item  shall  be  taken  into 
account  under  subsection  (a)  with  respect  to  any  expense  paid  or 
incurred  by  the  taxpayer  with  respect  to  employment  outside  the 
United  States. 

(4)  Maximum  period  of  training  or  instruction. — No  item 
with  respect  to  any  employee  shall  be  taken  into  account  under 
subsection  (a)(1)(A)  after  the  end  of  the  24-month  period  begin- 
ning with  the  date  of  initial  employment  of  such  employee  by  the 
taxpayer.2 

(5)  Ineligible  individuals. — No  item  shall  be  taken  into  ac- 
count under  subsection  (a)  with  respect  to  an  individual  who — 

(A)  bears  any  of  the  relationships  described  in  paragraphs 
(1)  through  (8)  of  section  152(a)  to  the  taxpayer,  or,  if  the 
taxpayer  is  a  corporation,  to  an  individual  who  owns,  di- 
rectly or  indirectly,  more  than  50  percent  in  value  of  the 
outstanding  stock  of  the  corporation  (determined  with  the 
application  of  section  267(c) ), 

(B)  if  the  taxpayer  is  an  estate  or  trust,  is  a  grantor,  bene- 
ficiary, or  fiduciary  of  the  estate  or  trust,  or  is  an  individual 
who  bears  any  of  the  relationships  described  in  paragraphs 
(1)  through  (8)  of  section  152(a)  to  a  grantor,  beneficiary, 
or  fiduciary  of  the  estate  or  trust,  or 

(C)  is  a  dependent  (described  in  section  152(a)(9))  of  the 
taxpayer,  or,  if  the  taxpayer  is  a  corporation,  of  an  individual 
described  in  subparagraph  ( A) ,  or,  if  the  taxpayer  is  an  estate 
or  trust,  of  a  grantor,  beneficiary,  or  fiduciary  of  the  estate  or 
trust. 

(d)  Subchapter  S  Corporations. — In  case  of  an  electing  small  busi- 
ness corporation  (as  defined  in  section  1371)  — 

(1)  the  work  incentive  program  expenses  for  each  taxable  year 
shall  be  apportioned  pro  rata  among  the  persons  who  are  share- 
holders of  such  corporation  on  the  last  day  of  such  taxable  year, 
and 

(2)  any  person  to  whom  any  expenses  have  been  apportioned 
under  paragraph  (1)  shall  be  treated  (for  purposes  of  this  sub- 
part) as  the  taxpayer  with  respect  to  such  expenses. 

(e)  Estates  and  Trusts. — In  the  case  of  an  estate  or  trust — 

(1)  the  work  incentive  program  expenses  for  any  taxable  year 
shall  be  apportioned  between  the  estate  or  trust  and  the  benefi- 
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to  subsection  (b)  of  this  section,  for  the  period  with  respect  to  which 
this  paragraph  is  applicable,  be  administered  as  if  subclause  II  of 
such  section  read  as  follows : 

"(II)  a  physician  to  a  patient  in  a  hospital  which  has  a  teach- 
ing program  approved  as  specified  in  paragraph  (6)  of  section 
1861  (b)  (including  services  in  conjunction  with  the  teaching  pro- 
grams of  such  hospital  whether  or  not  such  patient  is  an  in- 
patient of  such  hospital) ,  where  the  conditions  specified  in  para- 
graph (7)  of  such  section  are  met,  and". 

(b)  The  provisions  of  subsection  (a)  shall  not  be  deemed  to  render 
improper  any  determination  of  payment  under  title  XVIII  of  the 
Social  Security  Act  for  any  service  provided  prior  to  the  enactment 
of  this  Act. 

(c)  (1)  The  Secretary  of  Health,  Education,  and  Welfare  shall  ar- 
range for  the  conduct  of  a  study  or  studies  concerning  (A)  appropri- 
ate and  equitable  methods  of  reimbursement  for  physicians'  services 
under  titles  XVIII  and  XIX  of  the  Social  Security  Act  in  hospitals 
which  have  a  teaching  program  approved  as  specified  in  section  1861 
(b)  (6)  of  such  Act,  (B)  the  extent  to  which  funds  expended  under 
such  titles  are  supporting  the  training  of  medical  specialties  which  are 
in  excess  supply,  (C)  how  such  funds  could  be  expended  in  ways 
which  support  more  rational  distribution  of  physicians  manpower 
both  geographically  and  by  specialty,  (D)  the  extent  to  which  such 
funds  support  or  encourage  teaching  programs  which  tend  to  dispro- 
portionately attract  foreign  medical  graduates,  and  (E)  the  existing 
and  appropriate  role  that  part  of  such  funds  which  are  expended  to 
meet  in  whole  or  in  part  the  cost  of  salaries  of  interns  and  residents  in 
teaching  programs  approved  as  specified  in  section  1861(b)(6)  of 
such  Act. 

(2)  The  studies  required  by  paragraph  (1)  shall  be  the  subject  of 
an  interim  report  thereon  submitted  not  later  than  March  1,  1975, 
and  a  final  report  not  lateivthan  March  1,  1976.  Such  reports  shall  be 
submitted  to  the  Secretary,  the  Committee  on  Finance  of  the  Senate, 
and  the  Committee  on  Ways  and  Means  of  the  House  of  Representa- 
tives, simultaneously. 

(3)  The  Secretary  shall  request  the  National  Academy  of  Sciences 
to  conduct  such  studies  under  an  arrangement  under  which  the  actual 
expenses  incurred  by  such  Academy  in  conducting  such  studies  will 
be  paid  by  the  Secretary.  If  the  National  Academy  of  Sciences  is  will- 
ing to  do  so,  the  Secretary  shall  enter  into  such  an  arrangement  with 
such  Academy  for  the  conduct  of  such  studies. 

(4)  If  the  National  Academy  of  Sciences  is  unwilling  to  conduct 
the  studies  required  under  this  section,  under  such  an  arrangement 
with  the  Secretary,  then  the  Secretary  shall  enter  into  a  similar 
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arrangements  with  other  appropriate  nonprofit  private  groups  or  asso- 
ciations under  which  such  groups  or  associations  shall  conduct  such 
studies  and  prepare  and  submit  the  reports  thereon  as  provided  in 
paragraph  (2). 

(5)  The  Social  Security  Administration  shall  study  the  interim 
report  called  for  in  paragraph  (2)  and  shall  submit  its  analysis  of 
such  interim  report  to  the  Committee  on  Finance  of  the  Senate  and 
the  Committee  on  Ways  and  Means  of  the  House  of  Kepresentatives 
not  later  than  June  1,  1975.  The  Social  Security  Administration  shall 
study  and  submit  its  analysis  of  the  final  report  to  the  Committee 
on  Finance  of  the  Senate  and  the  Committee  on  Ways  and  Means  of 
the  House  of  Representatives  by  June  1, 1976.1 

(d)  The  provisions  of  subsection  (a)  shall  apply  with  respect  to 
cost  accounting  periods  beginning  after  June  30,  1973,  and  prior  to 
October  1,  1978.2 

Basisof  Medicare  Payment  for  Services  Provided  by 
Agencies  and  Providers 

Sec.  16.  In  the  administration  of  titles  V,  XVII,  and  XIX  of  the 
Social  Security  Act,  the  amount  payable  under  such  title  to  any 
provider  of  services  on  account  of  services  provided  by  such  hospital, 
skilled  nursing  facility,  or  home  health  agency  shall  be  determined 
(for  any  period  with  respect  to  which  the  amendments  made  by  sec- 
tion 233  of  Public  Law  92-603  would,  except  for  the  provisions  of 
this  section,  be  applicable)  in  like  manner  as  if  the  date  contained  in 
the  first  and  second  sentences  of  subsection  (f)  of  such  section  233 
were  December  31,  1973,  rather  than  December  31,  1972. 

Postponement  on  Effective  Date  of  Certain  Requirements 
Imposed  With  Respect  to  Payment  for  Physical  Therapy 
Services 

Sec.  17.  (a)  In  the  administration  of  title  XVII  of  the  Social 
Security  Act,  the  amount  payable  thereunder  with  respect  to  physical 
therapy  and  other  services  referred  to  in  section  1861  (v)  (5)  (A)  of 
such  Act  (as  added  by  section  151(c)  of  the  Social  Security  Amend- 
ments of  1972)  shall  be  determined  (for  the  period  with  respect  to 
which  the  amendment  made  by  such  section  151(c)  would,  except  fot 
the  provisions  of  this  section,  be  applicable)  in  like  manner  as  if  the 
"December  31,  1972",  which  appears  in  such  subsection  (d)  (3)  of 
such  section  151,  read  "the  month  in  which  there  are  promulgated,  by 
the  Secretary  of  Health,  Education,  and  Welfare,  final  regulations 

1  Subsection  (c)  was  amended  by  sections  7(a)  and  (b)  of  P.L.  93-368. 

2  Subsection  (d)  was  amended  by  section  7(c)  of  P.L.  93-368,  section  1  of  P.L. 
94-368,  and  section  7  of  P.L.  95-292. 
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Excerpts  From  Public  Law  95-142,  as  amended 

SHORT  TITLE 

Section  1.  This  Act  may  be  cited  as  the  "Medicare-Medicaid  Anti- 
Fraud  and  Abuse  Amendments". 

*  *  *  *  *  *  * 

Sec.  4(a)  *  *  * 

******* 

(c)  Section  204(a)  of  Public  Law  94-505  (42  U.S.C.  3524)  (relat- 
ing to  annual  reports  of  the  Health,  Education,  and  Welfare  Inspector 
General)  is  amended  by  adding  at  the  end  thereof  the  following  sen- 
tences: "Such  report  also  shall  include  a  detailed  description  of  the 
cases  referred  by  the  Department  of  Health,  Education,  and  Welfare 
to  the  Department  of  Justice  during  the  period  covered  by  the  report, 
an  evaluation  of  the  performance  of  the  Department  of  Justice  in  the 
investigation  and  prosecution  of  criminal  violations  relating  to  fraud 
in  the  programs  of  health  insurance  and  medical  assistance  provided 
under  titles  XYIII  and  XIX  of  the  Social  Security  Act,  and  any 
recommendations  with  respect  to  improving  the  performance  of  such 
activities  by  the  Department  of  Justice.  Promptly,  after  the  Inspector 
General  submits  such  a  report  to  Congress,  the  Attorney  General  shall 
report  to  Congress  concerning  the  details  of  the  disposition  of  the 
cases  referred  to  the  Department  of  Justice  and  described  in  the  In- 
spector General's  report.". 

*  *  *  *  *  *  * 

SUSPENSION  OF  PRACTITIONERS  CONVICTED  OF  MEDICARE-  OR  MEDICAID  - 

RELATED  CRIMES 

Sec.  7.  (a)  *  *  * 

******* 

(d)  Section  332(c)  of  the  Public  Health  Service  Act  (relating  to 
considerations  in  the  designation  of  health  manpower  shortage  areas) 
is  amended  by  inserting  after  paragraph  (2)  the  following  new 
paragraph : 

"(3)  The  extent  to  which  individuals  who  are  (A)  residents 
of  the  area,  members  of  the  population  group,  or  patients  in  the 
medical  facility  or  other  public  facility  under  consideration  for 
designation,  and  (B)  entitled  to  have  payment  made  for  medical 
services  under  title  XVIII  or  XIX  of  the  Social  Security  Act, 
cannot  obtain  such  services  because  of  suspension  of  physicians 
from  the  programs  under  such  title.". 

(e)  (1)  The  amendment  made  by  subsection  (d)  shall  apply  with 
respect  to  determinations  and  designations  made  on  and  after  the  date 
of  the  enactment  of  this  Act. 
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STUDY  AND  REVIEW  OF  MEDICARE  CLAIMS  PROCESSING 

Sec  12.  The  Comptroller  General  of  the  United  States  shall  con- 
duct a  comprehensive  study  and  review  of  the  administrative  structure 
established  for  the  processing  of  claims  under  title  XVIII  of  the  Social 
Security  Act,  for  the  purpose  of  determining  whether  and  to  what 
extent  more  efficient  claims  administration  under  such  title  could  be 
achieved — 

(1)  by  reducing  the  number  of  participating  intermediaries 
and  carriers ; 

(2)  by  making  a  sinirle  organization  responsible  for  the  proc- 
essing of  claims,  under  both  part  A  and  part  B  of  such  title,  in  a 
particular  geographic  area ; 

(3)  by  providing  for  the  performance  of  claims  processing 
functions  on  the  basis  of  a  prospective  fixed  price ; 

(4)  by  providing  incentive  payments  for  the  most  efficient 
organizations;  or 

(5)  by  other  modifications  in  such  structure  and  related 
procedures. 

The  Comptroller  General  shall  submit  to  the  Congress  no  later  than 
July  1,  1979,  a  complete  report  setting  forth  the  results  of  such  study 
and  review,  together  with  his  findings  and  his  recommendations  with 
respect  thereto. 

******* 
Sec.  14(a)  *  *  * 

(b)  The  Secretary  of  Health,  Education,  and  Welfare  shall  develop 
the  standards,  criteria,  and  procedures  described  in  subsection  (f )  of 
section  1816  of  the  Social  Security  Act  (as  added  by  subsection  (a)  (5) ) 
not  later  than  October  1, 1978. 

(c)  The  amendment  made  by  paragraphs  (2)  and  (3)  of  subsection 
(a)  to  the  extent  that  they  require  application  of  standards,  criteria, 
and  procedures  developed  under  section  1816(f)  of  the  Social  Security 
Act  shall  apply  to  the  entering  into,  renewal,  or  termination  of  agree- 
ments on  and  after  October  1, 1978. 

(d)  Except  as  provided  in  subsection  (c),  the  amendment  made  by 
subsection  (a)  (2)  shall  apply  to  agreements  entered  into  or  renewed  on 
or  after  the  date  of  enactment  of  this  Act. 

*  *  *  *  *  *  * 

Sec.  17(a)  *  *  * 

*  *  *  *  *  * 

(d)  Section  402(a)  (1)  of  the  Social  Security  Amendments  of  1967 
(Public  Law  90-248) ,  as  amended  by  section  222  of  the  Social  Security 
Amendments  of  1972  (Public  Law  92-603) ,  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  subparagraph  (H) ; 
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Sec.  20.  (a)  *  *  * 
******* 

(c)(1)  Except  as  provided  in  paragraph  (2),  the  amendments 
made  by  this  section  shall  be  effective  on  October  1,  1977,  and  the 
Secretary  of  Health,  Education,  and  Welfare  shall  promptly  adjust 
payments  made  to  States  under  section  1903  of  the  Social  Security 
Act  to  reflect  the  changes  made  by  such  amendments. 

(2)  The  amount  of  any  reduction  in  the  Federal  medical  assistance 
percentage  of  a  State,  otherwise  required  to  be  imposed  under  section 
1903(g)  (1)  of  the  Social  Security  Act  because  of  an  unsatisfactory 
or  invalid  showing  made  by  the  State  with  respect  to  a  calendar  quar- 
ter beginning  on  or  after  January  1,  1977,  shall  be  determined  under 
such  section  as  amended  by  this  section.  Subparagraph  (B)  of  para- 
graph (4)  of  section  1903(g)  of  such  Act,  as  added  by  this  section, 
shall  apply  to  any  showing  made  by  a  State  under  such  section  with 
respect  to  a  calendar  quarter  beginning  on  or  after  January  1,  1977.1 

PROTECTION  OF  PATIENT  FUNDS 

Sec.  21.  (a)  Section  1861  (j)  of  the  Social  Security  Act  is  amended 
by  striking  out  "and"  at  the  end  of  paragraph  (13)  and  inserting  im- 
mediately after  such  paragraph  (13)  the  following  new  paragraph: 
"(14)  establishes  and  maintains  a  system  that  (A)  assures  a 
full  and  complete  accounting  of  its  patients'  personal  funds,  and 
(B)  includes  the  use  of  such  separate  account  for  such  funds  as 
will  preclude  any  commingling  of  such  funds  with  facility  funds 
or  with  the  funds  of  any  person  other  than  another  such  patient ; 
and". 

(b)  The  Secretary  of  Health,  Education,  and  Welfare  shall,  by 
regulation,  define  those  costs  which  may  be  charged  to  the  personal 
funds  of  patients  in  skilled  nursing  facilities  who  are  individuals 
receiving  benefits  under  the  provisions  of  title  XVIII,  or  under  a  State 
plan  approved  under  the  provisions  of  title  XIX,  of  the  Social  Secu- 
rity Act,  and  those  costs  which  are  to  be  included  in  the  reasonable  cost 
or  reasonable  charge  for  extended  care  services  as  determined  under 
the  provisions  of  title  XVIII,  or  for  skilled  nursing  and  intermediate 
care  facility  services  as  determined  under  the  provisions  of  title  XIX, 
of  such  Act. 

(c)  (1)  The  amendments  made  by  subsection  (a)  shall  be  effective 
on  the  first  day  of  the  first  calendar  quarter  which  begins  more  than 
six  months  after  the  date  of  enactment  of  this  Act. 

(2)  The  Secretary  of  Health,  Education,  and  Welfare  shall  issue 
the  regulations  required  under  subsection  (b)  within  ninety  days  after 
the  date  of  enactment  of  this  Act. 

******* 


1  Paragraph  (2)  was  amended  by  section  8(e)  of  P.L.  95-292. 
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******* 

Sec.  3.  (a)  *  *  * 

(b)  Notwithstanding  any  other  provision  of  law,  Federal  financial 
participation  in  aid  to  families  with  dependent  children  under  a  State 
plan  approved  under  section  402  of  the  Social  Security  Act,  for 
quarters  (with  respect  to  which  expenditure  reports  were  timely  filed 
by  the  State)  during  the  period  beginning  with  the  calendar  quarter 
in  which  Public  Law  90-248  was  enacted  and  ending  with  the  first 
calendar  quarter  of  1977,  shall  not  be  denied,  on  or  after  October  1, 
1977,  by  reason  of  the  provision  of  goods,  services,  or  items  in  the 
form  of  a  check  which  is  drawn  jointly  to  the  order  of  the  recipient 
and  the  person  furnishing  such  goods,  services,  or  items  and  which 
shows  the  purpose  for  which  the  check  is  drawn,  or  by  reason  of  the 
failure  of  the  State  to  meet  the  requirement  of  the  last  two  sentences 
of  section  403(a)  of  such  Act  or  the  failure  of  the,  State  (or  any 
political  subdivision  thereof)  to  carry  out  the  functions  and  duties 
prescribed  in  clauses  (A),  (B),  (C),  and  (E)  of  section  406(b)(2) 
of  such  Act,  regardless  of  the  form  in  which  the  aid  involved  was 
paid,  if  (and  to  the  extent  that)  the  amount  of  such  aid  was  correct 
and  the  payment  of  the  aid  in  that  form  did  not  result  in  assistance 
in  cases  or  in  amounts  not  authorized  by  or  under  part  A  of  title  IV 
of  such  Act. 

♦  *  *  *  *  *  * 

Excerpts  From  Public  Law  95-210 

Section  1.  (a)  *  *  * 

******* 

(c)  The  Secretary  of  Health,  Education,  and  Welfare  (hereinafter 
in  this  Act  referred  to  as  the  "Secretary")  shall  conduct  a  study  of  the 
feasibility  and  desirability  of  imposing  a  copayment  for  each  visit  to 
a  rural  health  clinic  for  rural  health  clinic  services  under  part  B  of 
title  XVIII  of  the  Social  Security  Act,  instead  of  the  deductible  and 
coinsurance  amounts  otherwise  required  under  section  1833  of  such  Act 
with  respect  to  the  provision  of  such  services.  The  Secretary  shall  re- 
port to  the  appropriate  committees  of  Congress,  not  later  than  one 
year  after  the  date  of  enactment  of  this  Act,  on  such  study  and  on  any 
recommendations  he  may  have  for  changes  in  the  provisions  of  part  B 
of  title  XVIII  of  the  Social  Security  Act  to  reflect  the  findings  of  such 
study. 

*  *  *  *  *  *  * 

(e)  Any  private,  nonprofit  health  care  clinic  that — 
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Public  Law  95-291 

Be  it  enacted  by  the  Senate  and  Hcmse  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled.  That  (a)  there  is 
authorized  to  be  appropriated  for  the  fiscal  year  which  ends  on 
September  30,  1979,  not  to  exceed  $543,000,000,  to  remain  available 
until  expended,  to  enable  the  Secretary  of  the  Treasury  to  pay  to  any 
State  the  amount  determined  by  the  Secretary  of  Health,  Education, 
and  Welfare  (hereinafter  in  this  Act  referred  to  as  the  "Secretary"), 
in  accordance  with  the  succeeding  provisions  of  this  Act,  to  be  payable 
to  the  State  in  settlement  of  the  unpaid  claim  of  the  State  against  the 
United  States  for  reimbursement  of  expenditures  made  by  the  State 
prior  to  October  1, 1975,  with  respect  to  services  (and  related  adminis- 
trative costs)  which  the  State  asserts  were  provided  (or  incurred) 
under  an  approved  State  plan  pursuant  to  title  I,  IV-A,  VI,  X,  XIV, 
or  XVI  of  the  Social  Security  Act. 

(b)  For  purposes  of  this  Act,  the  term  "unpaid  claim"  of  any  State 
means  (subject  to  the  succeeding  sentence)  the  total  amount  of  Federal 
reimbursement  for  expenditures  of  the  type  specified  in  subsection  (a) 
which  has  not  been  paid  to  such  State  prior  to  the  date  of  enactment 
of  this  Act.  In  determining  such  total  amount  in  the  case  of  any  State, 
any  portion  thereof  attributable  to  expenditures  made  in  any  fiscal 
year  with  respect  to  which  the  provisions  of  section  1130  of  the  Social 
Security  Act  (as  then  in  effect)  were  applicable  shall  be  reduced  (but 
not  below  zero)  by  the  excess  (if  any)  of  (1)  the  aggregate  of  the 
portion  of  such  total  amount  attributable  to  expenditures  made  in  such 
year  and  the  total  amount  of  the  Federal  reimbursement  paid  prior  to 
the  date  of  enactment  of  this  Act  to  such  State  with  respect  to  expend- 
itures made  in  such  year,  over  (2)  the  State's  allotment  determined 
under  such  section  1130  for  such  year. 

Sec.  2.  (a)  In  the  case  of  that  portion  of  the  unpaid  claim  of  a  State 
that  the  Secretary  determines  was  asserted  against  the  United  States, 
in  the  form  and  manner  prescribed  by  the  Secretary  with  respect  to 
the  filing  of  claims  under  titles  I,  IV-A,  VI,  X,  XIV,  and  XVI  of  the 
Social  Securty  Act,  prior  to  April  1,  1977,  the  Secretary  shall  certify 
to  the  Secretary  .of  the  Treasury  for  payments  to  the  State  the  sum 
of— 

(1)  an  amount  equal  to  38  percent  of  so  much  of  such  portion 
as  does  not  exceed  $50,000,000 ; 

(2)  an  amount  equal  to  35  percent  of  so  much  of  such  portion 
as  exceeds  $50,000,000  but  does  not  exceed  $150,000,000;  and 

(3)  an  amount  equal  to  21  percent  of  so  much  of  such  portion 
as  exceeds  $150,000,000 ; 

except  that  the  percentage  specified  in  paragraph  (1)  shall  be  58 
percent  and  the  percentage  specified  in  paragraph  (2)  shall  be  50 
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percent  in  the  case  of  a  State  if  the  portion  of  the  unpaid  claim  of  such 
State  referred  to  in  the  preceding  provisions  of  this  subsection  equals 
or  exceeds  85  percent  of  the  sum  of  (A)  such  portion  and  (B)  the 
total  amount  of  Federal  reimbursement  for  expenditures  of  the  type 
specified  in  the  first  section  of  this  Act  which  has  been  paid  to  such 
State  prior  to  the  date  of  enactment  of  this  Act  but  with  respect  to 
which  formal  steps  have  been  initiated  by  the  Secretary  to  recover 
such  reimbursement. 

(b)  (1)  In  the  case  of  the  portion  of  the  unpaid  claims  of  a  State 
that  the  Secretary  determines  meets  the  requirements  of  subsection 
(a),  except  that  the  claim  was  asserted,  in  the  form  and  manner  pre- 
scribed by  the  Secretary,  on  or  after  April  1,  1977,  but  prior  to  the 
ninety-first  day  following  the  date  upon  which  this  Act  is  enacted,  the 
Secretary  shall  certify  to  the  Secretary  of  the  Treasury  for  payment 
to  the  State,  subject  to  paragraph  (2),  an  amount  equal  to  15  percent 
of  so  much  of  such  portion  as  he  finds  to  be  for  the  provision  of  serv- 
ices that  he  finds  the  State  provided  and  for  which  he  has  not  pro- 
vided reimbursement,  but  the  expenditures  for  which  were  reimburs- 
able under  title  I,  IV-A,  VI,  X,  XIV,  or  XVI  of  the  Social  Security 
Act  prior  to  April  1,  1977,  or,  if  not  services  the  expenditures  for 
which  were  reimbursable,  are  services  of  a  similar  kind  and  are  not 
otherwise  reimbursable  under  this  Act. 

(2)  The  Secretary  may  not  certify  for  payment  to  any  State  under 
the  authority  of  this  subsection  an  aggregate  amount  that  exceeds  5 
percent  of  that  State's  allotment  for  the  fiscal  year  1973  of  social  serv- 
ice funds  under  titles  I,  IV-A,  X,  XIV,  and  XVI  of  the  Social  Securi- 
ty Act,  as  determined  in  accordance  with  section  1130(b)  of  such  Act, 
less  the  amount  certified  for  payment  to  the  State  under  subsection  (a) 
of  this  section. 

(3)  The  Secretary  shall  have  no  authority,  by  regulations  or  other- 
wise, to  extend  the  time  period  specified  in  paragraph  (1)  or  to  waive 
the  time  limit  for  assertion  of  a  claim. 

Sec.  3.  (a)  Except  with  respect  to  amounts  paid  by  the  Secretary  to 
a  State  prior  to  April  1, 1977,  no  State  is  entitled  to  reimbursement  of 
expenditures  described  by  the  first  section  of  this  Act,  except  as  pro- 
vided by  this  Act. 

(b)  Neither  the  Secretary  nor  any  other  official  of  the  Federal 
Government  may  seek  to  recover  any  amount  paid  to  a  State  prior 
to  April  1,  1977,  or  pursuant  to  this  Act,  as  reimbursement  of  expen- 
ditures made  by  the  State  of  the  type  described  by  the  first  section  of 
this  Act. 

Sec.  4.  (a)  The  Secretary  is  authorized  to  enter  into  agreements 
with  any  State  in  accordance  with  the  provisions  of  this  Act,  and 
agreements  entered  into  prior  to  the  enactment  of  this  Act,  to  the 
extent  not  inconsistent  with  the  terms  hereof,  shall  have  the  same  force 
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and  effect  as  agreements  entered  into  subsequent  to  enactment  of 
this  Act. 

(b)  In  the  absence  of  an  agreement,  a  State  dissatisfied  with  a 
determination  by  the  Secretary  under  this  Act  may,  by  application  to 
the  Secretary  within  60  days  after  the  date  of  notice  to  the  State  of 
that  determination,  obtain  the  Secretary's  review  of  that  determina- 
tion. If  the  application  requests  a  hearing,  the  Secretary  shall  conduct 
a  hearing  after  reasonable  notice  to  the  State,  and  shall,  on  the  basis 
of  evidence  adduced  at  the  hearing,  affirm,  modify,  or  reverse  his 
determination.  If  the  Secretary  does  not  preside  at  the  reception  of  the 
evidence  at  the  hearing,  the  decision  of  the  presiding  official  or  body 
shall  be  the  decision  of  the  Secretary. 

(c)  No  court  of  the  United  States  has  jurisdiction  to  entertain  any 
action  seeking  the  review  of  any  determination  or  finding  of  the  Secre- 
tary under  this  Act.  or  otherwise  seeking  to  compel  a  determination 
by  the  Secretary  to  certify  for  payment  any  claim  described  by  the 
first  section  of  this  Act ;  except  that  the  appropriate  district  court 
shall  have  jurisdiction  over  any  action  seeking  enforcement  of  an 
agreement  of  the  kind  referred  to  in  subsection  (a). 

Sec.  5.  (a)  Amounts  appropriated  under  the  first  section  of  this 
Act  shall  be  first  applied  in  settlement  of  the  portions  of  unpaid  claims 
described  in  section  2(a).  If.  after  that  payment,  the  amounts  remain- 
ing are  insufficient  to  pay  the  amounts  established  by  section  2(b) 
with  respect  to  the  portions  of  unpaid  claims  asserted  under  section 
2  (b) .  the  Secretary  shall  certify  for  payment  with  respect  to  each  such 
portion  an  amount  that  bears  the  same  relationship  to  that  portion  as 
the  total  of  such  remaining  available  amounts  bears  to  the  total  of  all 
portions  of  unpaid  claims  asserted  under  section  2(b). 

(b)  A  reduction  effected  by  subsection  (a)  of  this  section  in  the 
amount  payable  to  a  State  under  section  2(b)  does  not  give  rise  to  an 
entitlement  of  the  State  to  the  difference  between  the  amount  payable 
under  section  2(b)  (without  regard  to  subsection  (a)  of  this  section) 
and  the  amount  payable  under  section  2(b)  after  application  of  sub- 
section (a)  of  this  section. 

(c)  In  the  event  that  the  amount  appropriated  pursuant  to  the  first 
section  of  this  Act  exceeds  the  payable  portions  of  unpaid  claims 
under  subsections  (a.)  and  (b)  of  section  2,  the  amount  paid  to  any 
State  receiving  a  pavment  computed  with  respect  to  paragraph  (3) 
of  section  2  ('a)  .shall  be  increased  (to  the  extent  of  such  excess)  by  an 
amount  equal  to  the  difference  between  the  amount  it  received  under 
section  2 fa)  and  the  amount  it  would  have  so  received  if  the  per- 
centage in  such  paragraph  had  been  25  percent. 

Sec.  6.  The  Secretary  of  the  Treasury  shall  pay  to  each  State,  out 
of  amounts  appropriated  pursuant  to  the  first  section  of  this  Act,  all 
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amounts  certified  by  the  Secretary  as  payable  to  that  State  under  the 
terms  of  this  Act. 

Excerpts  From  Public  Law  95-292 

Sec.  6.  The  amendments  made  by  the  preceding  sections  of  this  Act 
shall  become  effective  with  respect  to  services,  supplies,  and  equipment 
furnished  after  the  third  calendar  month  which  begins  after  the  date 
of  the  enactment  of  this  Act,  except  that  those  amendments  providing 
for  the  implementation  of  an  incentive  reimbursement  system  for 
dialysis  services  furnished  in  facilities  and  providers  shall  become 
effective  with  respect  to  a  facility's  or  provider's  first  accounting  period 
which  begins  after  the  last  day  of  the  twelfth  month  following  the 
month  of  the  enactment  of  this  Act,  and  those  amendments  providing 
for  reimbursement  rates  for  home  dialysis  shall  become  effective  on 
April  1, 1979. 

******* 

Sec.  8.  (a)  *  *  * 
******* 

(c)  The  Secretary  of  Health,  Education,  and  Welfare  shall,  by 
regulation,  define  those  costs  which  may  be  charged  to  the  personal 
funds  of  patients  in  intermediate  care  facilities  who  are  individuals 
receiving  medical  assistance  under  a  State  plan  approved  under  the 
provisions  of  title  XIX  of  the  Social  Security  Act,  and  those  costs 
which  are  to  be  included  in  the  reasonable  cost  or  reasonable  charge 
for  intermediate  care  facility  services  as  determined  under  the  pro- 
visions of  such  title. 

(d)  (1)  The  amendments  made  by  subsections  (a)  and  (b)  shall 
become  effective  on  July  1, 1978. 

(2)  The  Secretary  of  Health,  Education,  and  Welfare  shall  issue 
the  regulations  required  under  subsection  (c)  within  90  days  after 
the  date  of  enactment  of  this  Act  but  not  later  than  July  1, 1978. 
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